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PART I. 

INTRODUCTORY AND DESCRIPTIVE. 


CHAPTER I. 

Intbodcotory. 

1. Origin of the Committee — ^As early as 1926 the External 
Capital Committee recommended that a full inveetigatioii ahoiiM be 
made into the conditions of Indian banking. They wrote ns follows • 

“India possesses a vast store of dormant capital awaiting develop* 
ment, and in order to make this available for investment bunking 
facilities must be increased and extended. The examination of the 
various technical measures suggested in the replies with this chject is 
outside the scope of the Committee, but we would omphasixe the 
imi)ortance of a co-mdinated survey being undertaken at the earliest 
opportunity dt tlie whole field of banking in India. This should be 
followed by a detailed examination by an expert oomm.'ttei.‘ or crmmiv 
tees of the lines along which progress should be effected. “(') 

2. Soon after .the External Ci^tal Committee had re^xirteil, fliO' 
Government of India invited the {MY>vinciaI governments to ex)ircsK 
their' views on various matters connected Wi'’th banking, and especially 
on the best method of surveying the whole field of banking. In 
the meantime the Royal ^mmissbn on Indian' Currency and 
Finance had also reported. After an examination of the replies of th(: 
provincial governments and of the rejwrt, the Government of India carnc 
to the conclusion that the establishment of the Reserve Bunk of India 
and its activities through its member banks would go far to remedy Fomc 
of the major defects in the Indian banking qrstera, and to improve 
banking facilities generally. Thqr therdbre thought it preferable to 
postpone further enquiry of the kind previously contemplated until some 
experience of the working of the Reserve Bank of India had been gaiiiied. 

8. The Reserve Bank Bill, however, was rejeeted by the Legis- 
lative Assembly in February, 1928, and the qu^on of a Banking 
Enqidiy was allowed to rest for the time being. 

Bivwt of As Bstensl Capital OaonaHtae, llW, f. 




4. Both the Federation of Indian Chambera of Commerce and the 
Aaawintw^ Chambers of Commerce revived the question at theit annual 
meetings in December, 1928; and as a result of the discussions 
which ensued, the Hun'ble the Finance Member stated the broad 
position of the Government as follows : — 

“The formation of a Central or Reserve Bank is desirable in order 
that India may be equipped with a mechanism for the control of 
currency and credit on the lines approved by modern experience. At 
the same time, the Government cun only proceed subject to their being 
satisfied as to two conditions: first, that the organisation of the Bank 
IS seouiely sctlied on sound lines, and semndly, that there is a measure 
of general supiwrt among the representatives of public opinion for ths 
proposals. Full advantage should be taken of any interval which may 
occur before tliose conditions are fulfilled, and the time is again ripe for 
reviving the pioposals for a Reserve Rank by inaugurating an enquiry 
into the general banking organisation of the country which is intimately 
connected with the question of a Central Rank. Fear a Central Bank 
is essentially the crown of the whole structure of banking in ita widest 
sense, and if it is to be well designed to meet the practical reqniremmita 
of the country, it must l>o adapted to the b.'iiiking organisation of the 
country on which it should rest. Viewed from this angle, a banking 
enquiry will be of value in throwing light on the actual situation 
throughout the coimtry and in instructing public opinion as to the mam 
lequirements." 

6. Procedure of enquiry . — ^As regards the procedure of the enquiry 
■t was recognised that a Central Committee was required to lay down 
the general lines of the enquiry, to direct it, and to collate its results. 
But as conditions vary greatly fnmi province fo province and in every 
province kxral knowledge is essential, the appointment of provincial 
committees was also considered to be necessary. 

6. Constitution of the Committee . — ^Accordingly in oonanltation 
with the Government of the United Provinces, the Government of Tndia 
announced on Jiuie 24. 1920, the appointment of the United FTovincea 
Prorincial Banking Enquiiy Committee with the followipg membera 
(1) Mr. £. A. H. Blunt, O.I.B., o.b.e.. 

I.O.S., Financial Secretory to the Gov- 
ernment of the United Provinces ... Chairman. 

<8) Bai Bahadur Pandit Gnrsewak Singh 
Upadhya, b.a.. Deputy Registrar of 
C^perative Sodeties, United Frov- 


• • • 


Co-opomUaa 

pert. 



/ 


( 8 ) 


(8) Dr. Badhakamsl Mokerjee, »h.D., 

Profeasor of Economics, Lucknow 

University ... ... Indian Seonomiat. 

■(4) Mr. B. T. Thakur, U.A., Chief Agent, 

Cenlral Bank of India, Ltd., United 

Provinces ... ... ... Sfiprcsentatine of 

Conmen'e. 

■(H) Babu Mohan Lai Sah, M.A., ix.B., of the 
firm of Messrs. Durga Sab, Mohan 
Lai Sab, Bankers, Rauikhet ... Rcprcsenlative 

Indigenous Banker. 

(6) Bai Bahadur Babu Mohan Lai, if. a., 

ix.B., M.L.O. ... ... Representative of 

agricultural inte- 
rests. 

(7) Babu Lakshnii Dus. B.A., of tlio firm 

of Messrs. Girdhar Das Jagmuhan Das, 

Benares ... ... ... Representative of 

urban interests. 

Dr. L. Jain, m.a., J.i..n., rh.D. ... Serretary. 

7. T^jms of Reference . — The subjects given to us for investigation 
me cinbod’ed in the following .Memorandum of lines of enquiry by 
Provincial Committees. 

"1. The I'nivincial tiliould luaku iiitenHivo mirvc^'s i f one or tm 

'^elected districts in each province and a general aurvey of tlio nmdiUoiiH in the provincA 
•or areas ns a whole in regard tr> ugricultiinil and Bur.ill industries with vpceial reference 
4o the fiibrii- of finance. The dctai.a of the enqiiirica to be undertaken should be 
settled by the Provincial C<iininittei*H tliciusclvea, but in order to fa/iliiaic labulalion 
of tbe results for all India, the fo]h*i\ing main leada under which tbe Commlltees 
■hould classify the in format :Qn nnl iiiatirial colie: ted are laid down fer their guiduos. 
‘This should not be held to debor the I'rrivineial Gomiiiittees from investigating any 
-special provincial features not oovered by tbe beads below. 

2. The main heads referred to alaivu arc : — 

I.— AOBlCOLTmUL Cbbdjt, 

(See ill this connection Chapters XII and XIII it Agiirultural CcjinmiBdon*s 

Itepcrt.; 

(e) VaTinns items of permanent inipru%eincnt to land. Credit fa'ilitiee required 
*and ar.nally existing. 1ta*es of interest and |.erio1 of lo'ins and other CtDdit!<ttS. X’aii 
iplayed by Imperial bank, joint-stock banks, co-operative banks and indigenous banks 
-and bonkers. Scope for land mortgage banks and for agricultural credit bntikl. Cki- 
-ordination of credit agencies. Ileview of system of Oovemment loans and elimiaatioB 
of adininistrative defects.' 

(6) Credit fecilities required f«r pun base of agricnltural imfdcments and seed aad 
other expenses of prodnerinn. Facilities netnaify existing. Bates of intereet and period 
•cf loans and other conditions. Klfcct of borrowing rn disposal of prodnee. Par' p’aycd 
by diieient classes of banks and bankers. 

If*; Present methods of nisr'-eting principal enops. Credit fiMilit-ei reqnired for 
dlnaaclDg ef nrodeets during marketing. Pert ^ayed by difeient classes of banks and 
hankers. Facilitiss for remiftanr-e. Use of negotiable instnuncBte and seone Cor M- 
wnotion. Reduction of duty on bflle. 
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(lO Volnme of Oigricaltnrol iodohtednoat in pforinos and the caiiMi ooDtribotirg 
to socb indehtednon. Bxioting eredit faeillties for diachaiging dabt. Fart plifad bp 
diflaraot daaaea of banka and banlran. 

(a) Agiieultural anfeeipriaaa and ofther small industries in poyineot liko dairy 
fanningv gur factories, eotton ginneries, sugar refineries, etc. Poasibilities of develop 
ing cultivation or of helping cultivator to get a lietter return by election cf sods 
factories. Credit facilities rofinired and oetnd> existing. 

II.— Hpmcial study or wobkino or co-opbrative banks and co-upebayivBl 

MABKKTINO BOCIBIIBS. 

(See Chapter XIII of AgricuUurul Ccmuiiasioira Jleport.) 

Extraaion of coofijeratinn in dirertir.n of b;.rrowing and lending on pnivincisd 
senle instead of local niiita oporjfing aeparately in watertight compartmenls. B:Iatio m 
with Imperial Bank and joint -Htork baiii a. Frei^ent dtAmiliies of financing co-nperative 
sneietina both alior and li ng term (aptnl. APeged oomjM^itUm of ro-opsrative biika 
willi joint -Rtork banka. 

til.— S pecial sTirov or indioenous pakitno. 

Golleetion of nvnilab'c infirmntion iega-din;r incligenoiin bank** and bankers ard 
their iiietlicNla of lining buaiiiesa. RlirnlTs, large and small, who do not usunlly call 
themaelveH baiikerH, Hboiild be included in enquiry. Infornijition <iild (nnipriar cupitni. 
defNisiU. eash lainnee. terms nf iidvan'.*es. OMtablishmont, eli-utele r.dalion t > oipicultnro, 
Indus ry and ira'Ic. faeiliti'^s re.iiirad. relation to foiiit-st-i ck bsn'ka ml Imp ri!il Pank. 
attitude towards s*mp sort of goviTiiiiiCMtal supenriMi-n and publicity, methods to re-'iira 
stability and inspire ccnfldeiiee. 

IV.— Investment habit and ArrBAcnoir or capital. 

ft) Means or inKtitiiiims in l•xi^t('ll(?e f*r encouraging investment habit. Postal 
cash certificaU*s niid {nm hI savings bunks. Classes of population who resort to bbsIi 
forms of invf*slmciit .nnd inetlioilH of all nutting oilier classes. Allegi*d comiietilion of 
(loverniiitfiit with joiiit-s(<K*k banks. K.Ni'«liiig facii’iy for piindiase and sale of govern- 
mont securities, ililtou- Voung Connuiasiou'e propisal for introduction vi giild' caih 
certificates. 

(2) Cin>wth clseque biibit. Kfffct on same of abolition of stamp duty on chequen 
Other inctlMidH of promoliiui like iiayiiieiit of guvrrniiient servants and bank employdB 
above, say, Its. ](Nl by cheqiios, 

(8) Brnncii banking and investment habit. Experience of Imperial Park's new' 
branches opened under agreement. Kxisliii-: difficulties px|)erienced by joint-atock banks* 
in opening now branches. 

8. Preliminary trorli — ^Tbe Recretaiy entered upon his duties od 
July 10, 1020, mid proceeded with the preliminary work of organising 
the office, preimring a bibliography and collecting available literature 
on the subjects of enquiry. I'he standard quest ionnoirc drafted bj' the 
Central Committee for the gnidaiK’c of provincial committees(*) vnAy" 
received on July 26, 1929. 

0. The quetUonmirc . — ^The Committee first met at Nsrni Tbl on 
August 7, 1920. to consider the questionnaire received I'rom the Central 
Committee. This was simplified and sub-divided so os to make it 
possible to send different portions of it to different pers'-ns or bodies 
capable of giving useful information on subjects in which 'they were 

(*) Afpradix to this icport. 
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interested. The qaestionnaire as simplified(*) was issaed on August 38» 
3929, and altogether 1,615 copies aent out. The qnestionniure waf 
also translated into Urdu and Hindi and publi^ed in the diatrict gaaetles. 


10. Inteniioe surveya . — ^Under the Committee's directioiia, inten- 
siTe Bnrre 3 rR were carried out in three typical villages in each of the foiur 
districts Benares, Basti, Partaligarh, and Muttra, and in four villages 
in the district of Meenit. Tlie surveys in Benares. Basti and li’artabgarh 
were conducted by Messrs. Devi 8ahai Krivastava, m.a.. Si^tya l^ka>di, 
V.A., ifnd Puttoo Lai Bisoria, m.a., inspectors of the Co^qierativo depart- 
ment, under the direction of Rai Bahadur Pandit Guraewak Singh 
Ul)adhya, who was pliiced on special duty for this purpose for three 
months. The intensive eiuiiiiries in the villages of Sinttm and Mecnit 
were undertaken by Messrs. Brijendra Nath Bhargava, m.a., and Kiinwar 
Bahadur, m.a., students of the Lucknow University, under Professor 
Mukerjee's guidance. Mr. Bhargava also submitted to the Committoe 
an interesting survey of agricultural marketing with special reference to 
the methods and pnictu«s prevailing at Hathras. I^fessor Mnkerjee 
was entrusted by the Committee with the snrvi^ of the arts and hondi- 
carafts of Lucknow, ^fessrs. S. N. Majumdar. ('hondhury, m.a., and 
Ardhendu Bhattacharya . st.A., students of the Lucknow f^nivcrsily. also 
carried out Aurveys of small urban industries in Benares and I'nicknow 
under his supervision. 

Other valuable surveys wore iiiiule by post-graduate students of 
the Allahabad University, by members of tlie .\llahalmd Univer-sity Vil- 
lage Service League and by a research scholar of the .Mlahabod Univer- 
sity, whilst an excellent ])iecc of work(^) was done honorarily by a researdi 
scholar of the .Aligarh Muslim University. 

A number of mrtes on various subjects were also prepared by Dr. 
Mukerjee, Mr. Tlinkur, Babu Mohan Lai S.*ih, and the rhairman.(') 

11. Tout . — The Committee did not consider it necessary to make a 
tour themselves, but the Secretai^ was depnteil to visit the principal 
towns, consulting leading bankers and collecting first-hand material on 
indigenous banking. The information thus gathered is published in 
tile form of a note in our volumes of evidence. (*) 


12. Eviderute . — A large amount of evidence was received by the 
Committee. Two hundred and fifty-nine persons replied to the question-, 
naire pf whom 142 were officials and 117 non-officials. The total number 


(*) The einplified qaentioniieire ie ]iriiited et the beginoiDg of perh eDlame r.f 
oe. 

(*) Evidaioe« vol. II, pp. 864 et eeq, 

(”) Evidenoe, toI. II, pp. 1 et eeq, 

(*) EndeDoet H, pp. 199—80. . 
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of peraonB nlio gave oral evidence was 32, of whom 25 were officials and 
27 uon-officials. The Committee have publioiied only a portion, though 
a largo ix)rtioD, of the evidence leceived. Our principal reason was that 
u very largo niinilier of witm-sses confined tiieir answers to the same part 
of the qiieHtioiinairc and tliere whs 1ittl(‘ or no difference in their answera. 
]{ 4 !}>cliti(in of tlie same information soctned valuclcBs; and as the printed 
evidence is alivady considerjihic, further )>rinting would have greatly 
incretiHcd the cost. Ji’or sitiiiltir rensoiis we have in some cases printed 
only a i»arl of a witness’s evidi'iice. The original evidence has, however, 
been preserved. 

A very large part (»f the cvi<lcnfe consisted of brief and often mono* 
syllabic aiiswcrs to the various* questions. Such evidence would luive 
l>een uniiitelligihlc without cousiaiit reference to the questionnuin*. and 
ft»r that KMisoii we liavc! taken the liberty of rewriting these answers. 
Snell rewriting has always taken the form of combining the question 
and the answer: and we ciui accordingly nsst'it that in this atteinjit to 
tiiake llie replies to tlie questionnaire self-coiitaiiicd we have faithfully 
reprudiicod the intentions of our witnesses. 

151. Cost, of enquiry, — ^'I’lie cost of our enquiry, amounts to 
Rs. 41,877, a sum exclusive of the appreciable ussistaiicc given, direct iy 
or indirectly, by the Provincial Government. Ours is the only provincial 
coiiimittee the Chairman of which has c,iirried out the duties of that 
|Kist ill iuldilion to his own. Again, our ollice siaif consisted, with a 
single exception, of tuoiuhors of the ]''iiiai*ce de].artmcnt of the provincial 
w'crctariat wdio earned on the work in addition to tlieir ordinary duties. 
This has ivdiici'd the cost by ii smii which we estimate at Rs. 4Q,26‘3. 
The Lo(!u 1 Government has further borne the cost of printing and 
Btiiliouery, has aupplioil free office accominodatiun and furniture, and the 
free eervices of certain stall', jairticiilnrly the inspectors of the Co-operative 
department nientioiicd above. The contribution of the Provincial Gov- 
enuneut by diiect payment or hy causing their officers to do double work 
represents over 56 jkt cent, of the whole itist. 

14. Aeknofoledymenis. — We wish to express our gratitude first, ■ 
to Sir Pursliotamdas Thakivdas, then Chairman of the Central Com- 
mittee, who paid ns two visits, during one of which he w'as present at, ., 
and assisted in, the examination of some of our witnesses, and gave tta' 
both Yolnable guidance and much-valued encouragement; and to Mr. Y. 
K. Aravamudha Ayangar, Secretary of the Central Committee, 
who kept US well supjilied with information and gave us constant help. 
Secondly, our gratitude is due to the Government of tlie United Pro- 
Tinoes and its officers. His Excellency Sir Malcolm Hailey himnalf 



*' showed great interest in our proceedings and even suggested to ns 
partkulor lines of enquiry; and every officer, from heads of departments 
to naib-tahs’ldars and qanungos, whom we had occasion to ask for 
assistance gave it without stint, — ^generally, we fear, at the cost of 
onnsiderable labour and inconvenience. Their help lightened our task 
to an extent which we alone can realise, and fi'et'ly acknowledge. 

15. Amongst a long list of officers, we desire to mention specially 
Mr. P. M. Kliaregat, i.c.s., Pogistrar of Co-oi>erativc Staru^lies, who not 
only supplied us with valuable evidence, but. being co-opted to our 
Committee, lielped us to write our report : and Pai Bahadur Pandit 
Gursewak Singh Upodhya, wlio was in charge of our intensive surveys. 
Finally, we wish to cx])ress our thanks to ail tliosc who replied to the 
quest ipuna ire, r-arried out economic siirx'^ys, or caiuc forward to give 
oral evidence. 

16. — ^Dr. L. C. Jain, our Secretary, not only carried out 
his ront'nc duties to our entire satisfal-tion, but, being himself an 
acknowledged oxiH-rt in one of the priueiiuil subjects which we had to 
investigato, namely indigenous iHiiikiiig, made sume valuable contribu- 
tions both to our information and our rciiort. Mr. P. M. Symons, l.o.s., 
wliose services were lent to us by (ioverniiienl for a few weeks, gave ns 
useful help hy eninpiling material for one of the ehnpters of tins report. 
Our olTlee, ^ituler Mr. K. J. flullow. Assistant Su|H*rintendent in the 
I'inanee Oepartiueut , worked throughout with cornniendable acal,— 
notably Mr. Callow himself, who, as already e.xplained alnive, was all 
ihrough eanying a doiihlo burden. 
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CDAPTEB n. 

BBDIOIIUL BOOKOiaO ntATDBBS OF TBB FBOFDIOB. 

A. — Rural. 

17. Naturci divieions.— The United Provinces of Agra and Ondb 
may be divided into eight natural divisions, according to their pecoliat^ 
ities of geology, agriculture, language and ethnology. These divisions 
are as follows : — 

(1) Himalaya, West', which consists of the Eumaun revenue divi- 
sion and the Delva Dun district in the Meerut division, and contains both 
montane and submontane tracts. The submontane tracts conmst wf the 
Taroi and Bhabar in the Nnini Tal district, the Bhabar in Garhwal dis- 
trict and an area lying below the foothills in T)ehm Dun district. 

(2) Sub-Himalaya, West' which consists of tlie five districts of 
Saharanpur, Bareilly, Bijnor, Pilihhit and Klieri, iiimiediately south of 
the districts just mentioned, with laige forest ureas. 

(8) Indo-Gangetie Plain, West, which includes the districts of 
Musaffarnagtir, Meerut. Bulandshahr in the Meerut division; the whole 
of the Agra division: Purrukliuhad and Etawah in the Allahabad divisimi; 
and Budoun, Moradabad and Shahjahanpur in the Rohilkhand division. 
It ctmsists mainly of a sloping alluvial plain with no rock or stmie near the 
surface the soil, except some beds of nodular limestone ikankar). 

(4) Indo-Gangeiie Plain, Central, which contains the districts of 
Cawnpore, Fateh|:>ur and .\llahabad in the Allahabad division; the whole 
of the liucknow division (except Kheri); with Fyzabad, Snltanpnr, 
Partabgarh and llara Banki in the Fyzabad division. It is, lilm the third 
natural division, t'(>iii|ioHod of alluvial soil, except the three Allahabad 
tahsils lying south of the Jumna, which really belong to the fifth division. 

(6) Central India Plateau. This consists of the Bundelkband divi- 
fkm of four districts, Jalann, Banda, Hamirpur and Jhansi, lying south 
of the Jumna <tti the eastern slopes of tlie plateau. It is broken up by 
low rocky hills covered with stunted trees and jungle, which are outlying 
spurs of the Vindhya mountains. The “black cotton" soil <ii this divi- 
sion is very difficult to cultivate. 

(6) Hast Satpuras. To this division the district of Mirsapur and the 
state of Beniues alone belong. It can scarcely be correctly- called a 
natural. division, for of the district and state mentioned, the noribeim 
portion really belongs to the Gangetic Plain, the middle portion to the 
Vindhya Plateau, and only the area south of the SAn bdongs to flw 
Satpura country. It is a wild, forest covered tract, Ixoken up with 
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nivfaiei, bat, containing occasional aUnvial basins summnded by hillt* 
which are the homes of the few really primitive tribes in the province. 

(7) Svb-Himalaya, East. This division is a compact group of four 
-districts, Bahraich, Gmda, Basti and Gwakhpur, between the Ghagra on 
the south and west, the Gandak on the east and tlie Nepal frontier on the 
north. The soil is mostly alluvial, and there are extensive tracts of 
forest in the north. 

(8) Indo-Gangctic Plain, East, which includes the whole of the 
Benares division (except Mirzapur) and .Azamgarh district, and lies 
mainly between the Ghagra and the Ganges. The soil is alluvial. 

18. These natiual divisions may be groutied into four well-defined 
■major tracts from north to south, as follows: — 

* (1) The montane tract (division 1). 

(2) The submontane tract (divisuxns 2 and 7>. 

(8) The Indo*Gangetic plain (divisions .8, 4 and 81. 

(4) Tlie tnins-Jiiinna tract and its continuation after the junc- 
tion of that river with the Ganges (divisions 5 and 6). 

The general line of these four tracts is across the province from west 
to east, 

19. Soil classification . — ^In the montane tnu't there ore small 
patches of yiltivation on the hill sides and in the valleys, where the soil 
depends on the rocks from which it is formed, and varies considerably 
from place to place. The soil of the main (wriion of the province is allu- 
vium brought down by the rivers from the Himalayas which have effected 
the complete- intermixture of the original detritus; the local variations 
•are due to differcn<a>.8 in the size of the particles rather than in chemical 
composition. The heavier particles were deposited first, forming the 
coarser soils of the northern and western districts, while the lighter were 
carried on to form the fine rich coils of the eastern plain. The agri- 
x,iiltural community classifies the soil into sand ibhnr or balua), loant ; 
idomat, doras or rausli), and clay (matiar), and gives the names of pffta\ \ 
to a light loam, and usar to the heaviest kind of clay, which is almost 
impermeable to water and uncultivable with the primitive implements at 
their command. There is also a cross-classification according to the dis- 
tance from the village site. The cultivators give the name of goind oe 
•gottkan to the well-manured land near the abodi and call the outlying 
^ds hatha or polo; in some districts they also distinguish a middle zone 
(moitjkar or miyana). The soil in the trans-Jumna tract is quite different 
and much less uniform; it is brought down by fluvial action from the 
Central India Plateau, and is called black cotton soil. The richer 
satiety ie known as mar and the lighter as kahar, and contains exeep- 
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tional quantities of lime and sulphuric, acid. It becomes waterlogged 
with too much rain, and so hard with too little, that it cannot be ploughs 
cd; in either cose cultivation is impossible. Where the surface is- 
nneven, os it always is in the neighbourhood of the smallest water- 
coursesi erosion dei)rive8 the soil of its fertile constituents and turns it 
Into rakar, a soil which has little more consistency or fertility than ar 
gravel heap. In some parts of this tract a light loam called panoa ia 
found similar to the main alluvium; but cultivation is generally difficult, 
and gives only a pi-ecuriotis livelihood its followers. 

20. Habitations (villages and houses ). — ^The rural population lives 
in closely packed grouiw of houses, which with the surrounding fields 
make up the rcvcMiue inatizas. No man lives, as an Knglish fanner does, 
in a house of his own, sumjtindcd by his fields, his Iwins and his stables. 
Every man lives w’ilhiii call of his neighhonr, so that he may readily 
summon help if attaeked. — ii gregarious habit wliich seems to he a sur- 
vival of the time when tlie countryside was not as peaceful as it is now, 
when a man did not estre to travel alone afti']' dark, and u zamindar took 
care to tmiccal his riches. Tn the weslcni dislricl-.. which gained more 
recently the pmlcetion of an oi’dorcd govcnimciil . few nimizuft have more 
than one inhabited site; Imt in the cast of the province, which was the 
first to come under I’ritisli administration, iiiaii.v small hamlets have 
sprung up around the central site. Vut even in these, a-s in the main 
ahadi, thero arc no open sjiaecs, houses are huddled together, streets are 
tortuous and narrow, crKuniibcrod with cows and <’Hlves and biiiTaloes. 
The houM^ drains add their quota to the waste water which runs from 
around the wvlls, turning the hiuos into quagmires. 

21. The houses in Agra, Muttra, Ihindelkhaiid and the hills are 
sometimes built of local stone, bnt in the greaior ixirt of tlie province the 
building nint-erial is burnt or sun-dried brick, mud or wattles. Most of 
the houses are laid out round a central courtyard, where llie cattle are 

. tied at night, and contain a living room, which is also the bedroom for 
the men, an inner room for the women, and a few small store rooms. 
Tlie rooms are small and low without ventilation or light, except what 
may be provided by one or two tiny unglozed windows, which are instant- 
ly stopped u]) as stxm as illness of any kind appears. Several families, 
offshoots of one joint family, often inhabit a single dwelling. 

22. Populaiion and density . — ^The area of the United ^ovinces oT' 
Agra aftd Oudh is 106.491 square miles, and its population 45,875,787 
according to the figures for the census of 1921. The province is a little 
smaller than the British Isles, and has almost the same popnlatum. Of 
every thousand persons, 894 live in village" whereas in England 
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Wnlea the nuDiber is ouly *207. Hindus predominate over other taligioDB,. 
constituting 87 per cent, of tlie population. Seventy-six per cent, of tlie 
total population of the province is engaged in agriculture, and most of 
these live in villages, so that the percentage of the rural population whose 
occupiition is agriculture is about cighty-six jter cent. Fifty-four per 
cent, of thes^ are actual workers and the remainder are de^)oiidents; the 
average number of persons in a family for the whole province is 4'6. 

*23. The density of the rural population varies from 0*2 in Himalaya,. 
West, to 648 in the ludo-Gangetic Plain. Fast. The following table 
shows these variations ; — 



Whvitt tfMrhK 

Rural arrag. 

llimalava, WVat. . . 

.. .. .. 101 

02 

Sub-Himalaya, West 

■ • • • • • SflO 

341 

Indo-Gangetio Plain, Weet 

.. .. .. 508 

420 

Ditto Central 

528 

477 

Centra 1 India Plateau • . 

• t ■ • • • 108 

175 

East SatpuiM . • 

■ • « • s • 100 

148 

8ab-lli.nalaya, East • • 

• • • s • • 805 

584 

Indo-Gangetic Plain, East 

•• ••fii 

64B 

These fifriircs, however, 

arc misleading, being based 

on divisional 


totals of area and [lopulntion: they conceal the existence of wide variations 
of density inlhin each division, fii tlie following tablcf’) the tigiires are 
referable to much suialU-r (tuhsil.) areas. 


of total area with dcniftfy |H*r Bfiaarc 
inito of— 


Natural division. 


Himalaya, Wf»t .. 
Sab-EIimnlnya, Went - , . 
Sob-Himala^’a, East .. 
Indo-Gaiiffottc Plain, Wmt 



Ditto Central .. .. 4*1 22*0 

Jjitt-O Eaaii ■■ 

Gmtral Tnti'a Plateau 18-6 70*8 4-0 

East eatpuras 00-0 27*2 12-8 

Total .. 10-3 13-7 10*8 


riO-7 

16*8 



24. With the help of this table it is possible to give a mneb elearei: 
tocoont of the distribation of density over the province. 

(1) Traeta with, a density of under 150 . — ^This area falls into two 
ports : one in the extreme north and the other in the extreme sonth of 

. (1) This taUa is a nmplificd fonn of sobahliary TMila U at pa|[0 25 of Ibo Unitf il Prariaeo- 
OniQi Kaporfe of ISKSl* 
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tbd proviiio6. Both coniUEtt of hill-country, more or less thickly covend 
with forest. The northern tract belongs to the Himalayan qrstem, the 
eouthem to the hill system of Central India (Yindhyas and Satjtuxas). 

(2) Tracts icith a density between 160 and 300 . — ^This area also fslls 
into two distinct tracts. The first consists of the unhealthy ternt coun- 
try in the north along the Himalayan foothills, a large part of which is 
jungle; the rest lies in the south along the barren Vindhyan plateau and' 
consists of Bundelkhandi oonntry with its inhospitable climate and di£B- 
4nilt soil. In the Central Plain the area consists of the southern taluils 
of Allahabad which naturally belong to Bundelkhand. The area in the 
East Satpuras represents two tahsils of Mirzapur lying between the 
<langeH and the Son. 

(8) Tracts with a density between 300 and 450 . — ^Tliis area falls into 
three separate divisions. The first lies in tl^e submontane tr^t and con-, 
sists of tahsils which, though thickly populated, also comprise large forest 
or iarai areas which reduce their total density. In the Indo-Ghingetic 
.Plain the area consists of certain tahsils in various districts which either 
have lost ]K)pulation as ii result of severe outbreaks of disease during the 
last twenty years, nr comprise large areas of precarious or uncnltivable 
land. In the trans-Jnrana tract the urea consists of the best parts of 
Bundelkhand. 

(4) Tracts with a density of (a) 450 to fiOO (b) 000 to 900.— 
This large stretch of country consists of the southernmost parts of the 
subnuintane tract and the greater part of the Indo-Gangetic Plain, and 
amounts to 50'9 per cent, of the total area of the province. Its character- 
istics arc good alluvial doab soils, a healthy climate, excellent irrigation 
and excellent crops. The tract with the higher density of the two 
differs from the tract with lower density only in degree. This tract re- 
presents the true ninm density of the }m)vince, though the arithmetical 
average density of 430 is slightly less. 

(6) Tracts tdth a density of over 000 . — ^This area really belongs to 
' the former tract, hut its density is swollen by the presence of large and x 
populous cities. 

25. It is possible to describe the distribution of density on even 
hroader lines than this. There is a tract along the northern border of : 
the province of low density, which comprises the whole of the montane 
tract, lilie nortliem third of the submontane tract, and some of the " 
northeinmost tahsils in the Indo-Gangetic Plain. Immediately south of 
this there comes a bract of high density rniming from the western to the 
eastern border which comprises about two-^irds of the province, and the 
whole of the Tndo-Oangetic Ham except a few tahsils of low density. 
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South again of .the Indo-Gangetic Plain comea a aeeond tract of low density’ 
which oonsists of the whole of the traus^umna tract and certain por« 
iiona of the Indo-Gangetic Plain which lie near that river in the diatricta 
of Muttra, Agra, Etawah, Cawnpore and Fatehpur. 

In short, the province ia composed of three tracts; one of low density 
tanning along two-thMs of the northern border, another of low density 
cunning along the whole of the southern border, and a tract of higli 
density lying between the two. 

26. There is a distinct correlation between density and cultivated 
area; the density figures var}’, with one nniniportant exception, directly 
as the percentage of gross cultivated urea to cultivable area. This cor- 
relation is certainly causal : the more population increases, the larger 
must be the cultivated area which suppoi’ts it. And ns density increases 
so must the cultivated area increane, until the limit is reached where 
expansioti is no longer possible. At that point, if meanwhile other means 
of livelihood have not been dcvelo{X!d, density wrill be deterniined by the 
agricultural conditions, of which the most important is the ciiltivated area. 
For our present inquiry the important question is whether that point 
is yet in sight. On this matter certain figures taken from tlie Censua 
Reports of 1011 and 1021 will shed light. (It should l>e explained that 
by “gross cultivated” is meniit “net cultivated p//M double crop(>ed.”) (*) 
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These figures suggest that in Sub-Himalaya, West, and Central 
India Plateau the cultivable area still available is larger thati in aiqr 
'Other division. But these figures are certainly ezaggbrated. In Suh- 
Himalaya, West, a part of the cultivable area lies in tracts so Hphiwtlthy 
that cultivation ther^ cannot Im permanent. In the Central India Pla- 
teau the land classed as “cultivable waste" always includes a large area 
covered by the weed known as karts, which remains barren for years to- 
gether until the weed disappears. After allowing fur these factors, it 
is safe to say lluit the area still available for cultivation does not exceed 
11 fier cent, in either of tliose two divisions. Ten years ago, after a 
decade in which the provincial jxrpulation, as a result of disease (mainly 
the influenza epidemic of 1018), had fallen by 2‘5 per cent, the cnlti- 
vable area still available was nowhere more than 11 per cent., and in 
Sub-Himalaya, Bust, was us low ns 4 per cent, of the total cultivable 
•area. *To-duy ten years later, after a decade which compared to the two 
last has been reasonably healthy, the available area must have liecsome 
much smaller, whilst in Sub-Himalaya, Hast, the point where further 
expansion is im))U8siblc must nearly have been attained. 

27. General eowUtion of agriculture.— With the arrival of the first 
.rain in June the land is ploughed and sown with rice, millets, maize 
and cotton, wliicli are harvested between .\ugust and December. In 
a normal year they are not irrigated. Meanwliile, preparations have- 
been going on for (lie sowing of the cold season crops, wheat, barley and 
pulses, which are sown in October to December and reaped in .\pril. 
The fields lie empty for a couple of months, until it is time to start the 
process once luora. Sugarcane ling a season of its own, being planted 
in January to April and harvested in the following December to March. 
The cultivator ksihs to the rains crop for his food, and to the winter 
crop to provide him with iiuiiicy to pay his rent and his debts, marry 
his children and buy him a few small luxuries. The winter crop is 
•usnally irrigated. 

28. The country plough is substantially a wedge of wood with ^ 
an iron cutter in front and merely stirs the soil without inverting it; 
the land is ploughed and then tlie soil broken np with a harrow in the 
fonu of a cylinder or heavy beam of wood; it is again ploughed and 
again harrowed. When this process has been repeated a number of ; 
times, which nimiber depends on the cre^ to be sown, the ground b 7’='- 
ihoronghly but not deeply tilled. The process is expenrive owing to the 
length of time required, and uncertain because its success is dependent 

rain at the correct time, but iron plou^ or motor tractors are used 
in only a very few places in the province. Weeding end hoeing is done 
*eridi ordinary hoes or sickles. 
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29. The ploughs, like the wells, ai-e worked by ballot'ks or bnffft- 
loeB, which are often sold in April, because the cultivator is unable to 
afford to keep them during the two luonths when his fields lie empty* 
There is little controlled breeding; most of the cows arc sawed by 
the bulls which from religious sentiment are turned loose to wander 
at will around the village. Beligious seutiment also prevents the kill* 
ing old and worn-out- cattle, which are merely a drain on the re- 
wuroes of their owners, although even the oldest must at times do a 
shore of work to rest the stronger cattle: To feed these animals fodder 
crops innst be giown. fur grazing land is insufficient thronghout the 
thickiy-puinilated Gaugetk* Plain. 

80. Every good cultivator knows the value of good seed, but in a 
bad year he is probably iiiiiihlc to purchase the better varieties, and so 
is obliged to sow inferior seed or cultivate a less remunerative crop. 
New varieties and better classes of seed for wheat, sugarcane and cotton 
are now being supplied by the Agricultural department, as a result of 
which the onttium of these crops in the districts where they are sown 
has increased eiuM’inonsly. In had times seed is also distributed as 
iaqati , — for instance, when the wheat cn»p was recently mined by mat 
in Bniidelkliaiid and when in Gouda the rice crop of 1{)’28 failed from 
drought. 

81. Certain crops are manured, hut the customs of the people ore 
against the use of the iialiiral iiiaiiiire of a closely-populated country, 
while .the very valuable cattle manure is used as fuel. 

82. Thus agriculture is still backward and its methods are primi- 
tive. It is incorfmrating modem ideas and developing improved 
inetho<)s of cultivation, but progress is very slow. 

88. Rainfall and irrigation . — The province gets its monsoon rains 
between June and Or;tober, with winter rains in late December or early 
Januaiy; in normal years the rainfall from October to June is only a few 
inches. The monsoon rain may come either from the Bombay or 
Bengal currents, and usually reaches these provinces in the end of June 
•or Imginning of July, llie animal rainfall decreaseH frenn the north 
and east where it is sometimes as much as 60 inches, towards the west 
and aonfh where it is usually between 25 inches and SO indies. Winds 
oaxiy the rain donds to the foot of the hills where the colder atmos|fime 
iacraaaea the predpitation; and places like Naini Tal and Muaaoorie may 
get 100 indiea. 

84. The X^ri/ cnqi ia sown in June ebd in a normal year ia grown 
widioiit irrigation, bat the a nco ee a of the nbi crop dqpen& e ntir ely 
^■poB a mffident snpply of weter daring the odd weather. Newly one» 
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third of the total oultivated area of the ptovinoe is watered, and neairiy 
one-lvdf of thia area is eappUad with water from wells. Most of dw 
employed for raising the water are extremely prhnitiTe; one of 
the most common is as follows. A leather bucket holding from 18 to 25 
gallons is fastened to a rope which passes over a pulley and is attached to 
two bollocks. To raise the bucket the bullocks walk down a ramp, when 
the bucket autoouilicany rises, and the water is tipped into a dmnnel. l%e 
bullocks then walk up the incline, and the bucket descends to fill once 
more. In parts of Jhansi and Saliaranpur a Persian wheel is used, and in 
some districts a lever (dhenkli); this is a long pole weighted at one end 
and pivoted near that end, with a small earthen bucket attached by rope 
to the other, and worked by one or two labourers. This last method is 
only practicable when the water is not more than twelve or fourteen feet 
below the surface. 

35. Water is raised from jhils, tanks and streams with a awing 
basket of plaited leather or bamboo strips. Two men swing the basket; 
they dip it into the stream and throw the water oii to a higher level. 
Water can only be raised a few feet at a time in this way, and some- 
times the procicss is re])eated in terraces, if the water has to be raised 
to a high level. 

m 

36. One-eleventh of the cultivated area or three million acres is 
irrigated from canals. The most im|K)rtnnt of these are the Upper and 
liower Ganges, the Eastt^n Jumna, the Agra and Sarda canals. 
In the south-west of the province irrigation is mostly from artificial 
reservoirs suppleineiited by the Ken and Betwa canals. With the 
completion of the Bardu canal all the rivers of the province have been 
tapi^ed, and no further supply of water can be expected from them. 
Ill the north-west of the province a scheme is being developed to gene- 
rate electric power from the falls on the Ganges canal; the power wilt 
be available fur pumping water fiom wells. 

37. Prineipal crops . — ^The staple foOd-grains are gram, wheats 
barley, rice, jnar, bajm and maize. Of these ■ the first three ore rob# 
crops and the remainder belong to the kharif. There are many varie- « 
ties of rice, but the principal distinction is made between those sown.’ 
broadcast, on ground thomughly soaked by rain, and those giowu 
nurseries and transplanted into fields on which water is retained by low 
embankmetits. The finer varieties of rice are all thus transplanted.. 
J«ar and bajra are inillets sown when the rains break and harvested ht 
November. They usually follow wheat or some other winter crop,, and 
an aeldom sown alone except for fodder; the nsnal mixture is erhor 
and one or more of the creeping antnmn poises. Main is one of thn. 
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earliest ercqpB sown; it is grown after almost any winter crop, and beinf 
harvested in August is usually fdlowed by another winter taap, Vfhaa^ 
is grow n in the- winter, usually after a rains crop in the preceding year, 
in the greater part of the province, wheat bnd lies fallow for about 
eleven months, is frequently manured, and is irrigated two or three 
times. Oram is grown alone or mixed with barley, and frequently 
follows rice or at early autumn crop in the same year. Barley may 
also be mixed with peas and occasionally with wheat, when it follows 
the rotation of that crop. . 

88. These seven cFn]w between them occupy 70 per cent, of the 
total cultivated aiea. The principal subsidiary foodcrop is arhar which 
is sown mixed with jiiar, bajra, and sometimes i^tton. It is sown when 
the rains break and remains on the ground after the other crops have 
been reaped till the end of April; Us special importance in rotation is 
due to its value as a “host-plant” for the nitrogen-fixing micro-organ- 
isms. Numerous small millets such as kotlon, satran, murua are sown 
in the rains ivith the object of replenishing sUx'-ks of fond at the earliest 
possible moment; they usually niaturo by the end of August. Gourds, 
cucunibers, melons, yams, bnclnvheat, /tinghara and brinjal arc all 
grown to augment the fofNl sii|)ply. 

89. The most im]H>rtnnt oilseeds are tU or sesame, mustard or 
rape, linseed and castor. Til is sown by itself on a large scale in 
Bimdelkhand, and in the submontane districts as a rains crop; but all 
over the province it is mixed with the ordinary rains crops, each culti- 
vator sowing enough for his own needs. Linsee<1 is grown alone in 
the same tracts, but in the rest of the iKovince ffjrnts a Imrder to wheat 
fields, or is sown in lines through gram. Bape is sown in lines through 
fields of wheat, barley and gram. Castor is grown mainly as a border 
to sugarcane or mixed with rains crops. 

40. Cotton is the most important fibre, and is grown as a rains 
crop without irrigation, unless canal water is available, when it is sown 
before the monsoon breaks, and irrigated. Hemp is frequently grown 
as a brarder to other rains crops, and also alone, because it prepares the 
ground for sugarcane. The outturn of the latter crop has been con- 
siderably improved during the last few years by the introduction of new 
varieties from Java and Coimbatore: and it is now one of tbe most 
important crops in the north-western districts of the province. 

41. System of land tenure , — ^It is probably a safe assertion that 
in early times the idea of ownership of land was unknown in India. 
There were groups of cultivators owing allegiance to a chief or raja, 
^ whom they paid a share of the p^nce; in return he protected them 
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from robbers and maintained, law and order. It ia recorded in a mem* 
(Hr of Alauddin Kliilji that aboat 1300 A.D. there was some kind (rf 
rovcinic-collectiiij; or^ill)i^^ition; the rajuK li»d either been deposed and 
replaced by servants of the Muslim government, or else they had sub- 
mitted to the new otder and consented to pay to the Saltan a part of 
the contribution which they received from their cultivators. Thus a 
tliird person ha«^ been introduced who received a share of the produce 
of the land; where {ireviously had been only the state and the cultivator, 
thertf were now the state, the zamintlar and the cultivator. Out of this 
system of collection spfang numerous abuses, which were to a large 
extent KtHiiijitHl out under Akhiir, who organised a very (complete system 
of revenue collection by subordinate officers, on which the modem 
qrstern is based. J3ut it could only be successful under a strong ruler. 
During the iicriod of anarchy which followed the d(x;line of the Mughal 
Eiiij>irc the iiiterniedi»ri(!s 1)etwcen the producer and the state, freed 
from sniicrrision, set about to line their 01^*0 pcx'kcts. They (ollected 
the utmost the cultivator could i«iy; they allowed 110 margin of profit 
for o.x|>uusion «)r itii]irovcuieiit ; and, ns all increased profits went to the 
intermediary, the tenant iiutiirally expended little enorgj’ on the culti- 
vation of the land. 

43. Such was the state of nlTairs at the advent of Itritisli mle. 
The Mast India ('ou)|)any needing money to meet its commitments for 
the administration of the newly-acquired country adopted the tradi- 
tional system of land nM'cnne; but oiniiions dilTorcd regarding the per- 
son who should pay it. Some favoim>d an adaptation of the English 
landlord systoin, \vlu>n “VulighltuuMl laiullinds” would devote them- 
selves to the goexi of their tenants and become themselves 
a k»yal "landed aristocracy;" others held that it was better to 
settle directly with the cultivator, to c'liminnte the middleman, and to 
establish a "hardy yeomanry" directly responsible to Government. In 
districts wheiv the former thcon held awtiy the claims of tlie ztirniwlars 
were recognised, and if then* were several claimants, the one who 
offered to pay the highest n*venne w'as chost'ii. Tliose who favoured 
the latter theory only i-ei*ognis»'d zamindars with indisputable claims to 
the rigM of CMillection. and wherever possible settled direct with the 
euUivattir. Thus two systems of settlements, znmindari and rayyat- 
»««’, grew up side by side. And from a class of revenue collectors was 
created a class of landlords. 

48. Ondh wjw not ncquirml until British rule had been establidbed 
for many years in the North-West Provinces. .After the Mutiny dl 
^ates were confiscated, bnt as the landlord theory had by then been 
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generally accepted, most of them 'were returned to their owners, the 
toluqdar*, Kights, however, wore also secured to a largo number of 
under-proprietors, w'ho were mostly revenne-collocting agents of the 
idluqdars. In short, the primripal changt? introdiiml in tho trndi(i«>iiiil 
land revenue system by Ilritisb administration w'as the creation of a 
class of landlords where no conception of ownership in land seems pre- 
vionsly to have existed. 

44. In practice the single znmimlar, {myiiig iw«*inie ftu* a single 
revenue unit (ntahal), is comparatively rare. Such a holding would be 
called zamittdari tcahid. If the zamitular leaves four sons, who agree 
to hold the malml jointly, tlio teiiiiro bt'comes zainimhiri bilijuitil. (In 
the other hand, they may decide each to administer his own share, in 
which case a partition will take place which may take one of several 
forms. If it is jMissihle to divide the ituihal. eacli sluiro hoeonios a sepamte 
mahdl. If the slum's aiv siiecified hut the eo-sharers ivmaiii jointly ii^s|^>n- 
sible for the land revcimo, then tlie mahal is held in “|K*rro(‘l pnttidari:" 
if, as often lin]iitcns, parts of the inalutl, such ns tiie inhahited site, reninin 
joint pnijKTty then it is held in “Jnip<‘rfect patliduri.” After several such 
subdivisions the siiart^s may become extreiiudy eoni plicated. Another 
ty[»e of uiahtil is called hUoiuchara, in which I'ach ^•o-sllar^•r hohls, not 
a specified tltbngh iindemniTated fraction of tho whole vinhnl, hut ii 
definite area cainsisling of detinite fielils. .Ml these rights an,' ri'i'ortli'd 
in the hhewut or record of pmprietary rights. 

45. Before the advent of British rule there wreru few tenancy prob- 
lems. because there was suflicient unoccupied land to make the culti- 
vators iiuli'iH'iidout; if they were trotted harshly hy tlie zamiiulur, they 
went elsewhere. But with llic estuhlishiricnt <if a settled government 
population increased and competition for land ber'imic acute. It then 
became necessaiy to afford some legal protection to the tenant against 
the landlord, and u series of cnactmeiits were passed both in Agra and 
Oudh, of which the latest are the Agra Tenancy Act of 1926 and the 
Oudh Bent Act as amended in 1921. The object of all tliis legisla- 
tion was to effect a cunipKiriijsc between the conflicting interests (»f 
landlord and tenant and to provide the latter with a tenure sufficiently 
seenre to make it worth his while to expend time and money on the 
improvement of his holding. 

46 . The righte of cultivatore. — ^There are five principal classes of 
cultivator, namely, the proprietor, the inferior proprietor, the sufjerior 
tenant, the ordinary* tenant, and the subtenant. Their rights are briefly 
described below. 


1 
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47. Proprietors. — G%e right of a proprietor in the soil which he 
eoltivatea depends on whether the land is classed as sir or Mindkeuikt. 
Sir in common imrlance is land nniversally recognised as the peculiar 
property of the landlord, held in severalty and with unrestricted rights. 
Khudkasht is simply such land as lie may happen to be cultivating at 
any particular time. Under the Tenan<^ Act of 1926, however, the 
term Mr was extended to include not only sir proper but all khudhtuht 
of at least twelve years standing at the beginning of 1902; all land which 
was ncfiiully khudkatiht in the year 192.5, being the year before that 
in which the Act came into force; and all land continuously cultivated 
by the landlord for a |)eriod of ten years commencing at any time after 
the Act f;amn into force. There are, however, certain restrictions on 
the total urea which may lie held as sir. There is a similar pro- 
vision in the Oudh Kent Act <»f 1921 . The nr right is not transferable 
except hy iiihcrihitico or gift; if, fur iiislaiiec. a pmiierty lis sold, the 
«ir of the vendor d<H>s not beconi<‘ the air of the vendi*e, hut remains in the 
vendor's itosscssion as an exproprictary tenant, described below. 

48. Inferhr jnoprietors . — The existence of inferior proprietors is 
generally due (o historical causes. Tliey are most numerous in Oudh. 
It was found that in many talngdari estates there were persons with 
Hiilsinlinate hut Iransferabic rights in the village; elsewhere there were 
village communities with similar rights. In other cases the membei's 
of some community, nsnally one of the higher castes, though possessing 
no riglits over the village as a whole, did possess a tiiinsferahle right 
in tlio land which they cultivated. Tlie first of these were held to be 
nndci'-proprictors; the third were decreed to lie so; with the second class 
a Bub-sottlcmcnt was made, with the result that, except for the fact 
that they pay rent to the taluqdar instead of revenue to Oovemment, 
they have all I lie rights and privileges of proprietors. They are dis- 
tinguishable from tenants in that their rights are transferable; they can- 
not be ejected for arrears of rent, and their rents cannot be wied 
during the ctirnmcy of a settlement. The first and third of these are 
called matalia*dars: the second are called ptikhtadare. 

49. Early settlement officers also found inferior proprietors m 
the Agra firoviiu'e; hut for the most part they ignored the superior pro-/ , 
prietor and seltlod the land direct with the inferior proprietOTs. Some-'' 
times', however, the inferior proprietor had to pay to Government , iiii 
addition to the land revenue, a further sum called malikana, which 
WHS then paid over by the Oovemment to the superior proprietors. . 

60. In the permanently-settled districts in the east of the prov- 
mce there are certain tenants known as permanent tennre-holdare and 
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flzed-mte tenants who are akin to inferior proprietors in tdl imp(niant 
respects. These tenures date from the permanent settlement of 1705. 

61. Superior Unant *. — ^In Agra there are two kinds of snperior 
tenants, the occupancy and the exjnoprietary. The right of occupaney 
was created by the Tenancy Act of 1850, which laid down that all tenants 
who haTe cultivated land contiiumusly for twelve years slKiuId have an 
ocenpanqr right in that land. The law has subsequently been niodified. 
but until the lust Tenancy Act of 1026 the general principle was main* ^ 
tained. Under the new Act the occupancy tenants are either those who 
already have obtained occupancy ridh^s by continuous cultivation under 
the old Act, or tenants on whom the landlord confers the right. The 
aoemal cl the right by oontinnons cultivation has now disappeared. The 
exproprietary tenant is an occupancy tenant of a particnhir kind. 
When a pniprietor transfers his land otherwise tlian by gift or exchange 
he acquires a right of occupancy in his tir and khulkasht at a favoured 
rate of rent and is then known aa mi exproprietary tenant. Both these 
tenures are heritable but not transferable. They also enjoy a certain 
^measure of protection in the matter of ejectment or enhaiicomont of rent. 

52. In Oudh there are various kinds of occupancy tenants:— 

(1) At the first regular settlement of 1866 profirictorB who had 

been dispossessed within the 30 years (veoeding the annex* 
Nation in 1856 were given exoupanc^y rights in the land that 
th^ cultivated, and are entitled to hold at a favoured rent 
which can be enhanced after five years. 

(2) Certain other persons with superior claims were given decrees 

allowing them to hold their land at redncxMl rents and to be 
free from enhancsemeiit ext*e|y|. at settlement. 

(8) There are in Oudh certain tenants hold^g heritjable but 
• non-trunsferable leases. .Ml these are classed os cxicn* 

jiancy tenants, but the area which they hold is small and, 
as a class, they are comparatively unimportant. There 
are, however, exproprietary tenants in Oudh of the same 
ty|)e as in Agra. 

53. Ordinary tnuinU . — ^The Oudh Bent Act of 1880 created a 
class of statutory tenants who were entitled to' retain their holding u'ith* 
out distnrlmnce or enhancement of rent for seven years from the date of 
ejectment from their liolcling or other variation in their rent. By the 
Oudh Bent (Amendment) .^ct of 1*.^2] all statiitoiy tenants were given 
the right to retain tlieir holdings for life, and the lieir of such a tenant 
was given the right to remain in possessiem of the holding for five years 
after his predecessor’s death. Enhancement is possible only at settle- 
ment and in every tenth year after settlement. But tlie enhanoemant 
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is liiiiited by rates specially fixed under the law. If a statutory tenant . 
refuses to pay the rent thus eiilianoed he is liable to ejectment. 

54. In Agra the new Act of 1926 has created a class of statutory 
tenants similar to that in Otidh. This type of tenant possesses a Kfe 
tenancy which passes to his heir for a period of fire years. The rent 
can be enhanced in tlie some way as in Oudh, but only at intervals 
of twenty years. The non-occupancy tenants, who formerly formed an 

' important class in Agra, hare now practically disappeared. 

55. Subtenants . — ^The subtenants enjoy no rights save that 

are allowed to hold their land for one complete agricultural year. Qene* 

. rally they pay high rents for small holdings. 

56. Nature and size of holdings . — ^The total area cuitirated annu- 
ally in the province is 65 million acres. Out of the total population of 45} 
millions, some 35 niillioiis depend primarily or solely on agriculture for 
a living — one human being per acre. Of these nearly 30 millions actually 
occupy land niid cultivate it. There are in addition another 1} million 
of people to whom agriculture is a suhsidiuiy oixiupation. Of these half« 
d million arc cultivators, making a total cultivating pofnilation of 30} 
millions, or 6,600,000 families. Of these a considerable number, which 
may he put at 5 |H^r cent, of the whole, are mere allotment holders, — 
village arti/nns and menials, agricultural and general labourers and petty 
rural tradesnien, — wlio cultivate a field or two in their spare time. The 
total of these allotments can scarcely be higher than 300,000 acres. If 
we exclude, these allotment-holders and their allotments, then the average 
holding over the whole province per cuHivator is almost exactly 5} acres. 
Holdings, liowever, vary greatly in size in different p.irts of the province; 
their average is ns high as 1*2 acres in Biindelkliniid. and as low ns 3} 
acres in soine of the eastern districts. Excluding the four districts which 
lie wholly or partly in the Himalayas, the prm'ince can be divided into 
five tracts according to the size of the average holding. 

(1) Southern tract. (*) — ^I'his corresimnds to the natural division of 
the Contral India Plateau, and consists of the four districts of Banda, 
Hamirpiir, iTalnun and Jhansi. The average holding is between 10} 
and 1*2 acres. 

(*2) Western tract . — ^This tract consists of two districts in the natural 
division of Sub-Himalaya, West, and six districts in the Indo-Gongetio 
Plain, West — namely, Sahamiipnr, Bijnor, Miizaffsrnagar. Meenit,..- 
Bulandshahr, Aligarh. Muttra, and .\gra. The average holding in this 
tract is between 8 and 101 acres. 

<*) These areas an- taken from a table in the report on sij^riciilture prepared for 
the Koval Conimission in IfhiC. papes KM and 107. 'IMie figures, however, have beep 
KM^ifled to rorrect an error in tlu.- uiginal calcnlation. 
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(8) North Central tract. — ^Tliis coiMBta of ten distriots alt tying 
north of the Ganges up to the northern border. The districts are Morad* 
abad, Budann, Pilibliit, Shahjohanpiir, Sitapiir. Itardoi. Bara Banld, 
Gonda, Bahraich, and Klieri. The average holding is between 6 and 7 
acres. To this tract may be added Bareilly, though its average holding is 
slightly smaller (5^ acres). 

(4) South Central tract. — This tract consists of twelve districts, 
four in the western and the rest in the cent ml Tndo-Gungotic Plain. 
The districts are Etah, Mainpuri, Farrukhabad, Etawah, Cawn|Knre, 
Fatehpur, Allahabad, Mirzapur, Lncknow, Unoo. Bnc Ikireli, and Sul* 
tanpur. The average holding is between 5 nnd 5^ nci'es. 

(6) Eastern tract. — ^This consists of nine dislrkls. two in €(nb* 
Himalaya, East, one in the ccntnil nnd five in the eastern Tndo-Gangetie 
Plain. The districts are Partub^^irh. Bnsti, Gorakhpur. Jaunpur, 
Benares, Ghazipnr, Ballin, Aznmgarh, nnd Fy/.ahnd. The average hold* 
ing lies between 3.} and acres. 

57. Subdivision of holdings. — ^In Biindelkband, from time to time 
large areas hecoine covered w’ith the weed (railed kans and then go out 
of cultivation altogether for a. considerable pt'riod. And ns a result,' 
there is generally a large area of fallow land in (rvery holding. The 
soil, too, is diflioult to work and far less fertile than in other fxirts of the 
province. ^A twelve*acre holding in Biindelkhand is worth no more than 
a six-acre holding anywhere dw. It follows; theri'fore, that save in the 
.eight western districts, the average holding is small. The cause of this 
is a process of subdivision which is princiiHilly the result of the laws 
of inheritance, thoiigh its elfcct is iiicicascd partly by voluntary transfers 
inter vivos, {Nirtly by keen competition for land. The fann, as it {Nisses 
from father to son, oiitonuiticully decreases. Fur in-staiice, a twelve* 
acre holding belonging to a man wiio has four sons will be divided at his 
death into four three-acre holdings, eaoli belonging to one of the sons. 
If in the next generation, there are six grandsons of tin* original holder, 
there will be six holdings of two acTes. But if one of tlii^ four sons 
has died childless and has sold his three acres, then there w'ill be six 
holdings of acres belonging to the six grandsons, nnd one three-acre 
holding belonging to a stranger. 

68. If the process of subdivision described above is carried far 
>‘.nough, then the holdings which are subjected to it will ultimately be- 
('ome too small, to support the holders and their families at the standard 
of comfort to which they are accustomed; and the holdings, in the 
accepted yArase, will betxime “un^lonomic,” The cultivator must then 
ac(]nire fresh land car else redu<?e his standard of comfort. If he does 
neither (and both contingencies are unlikely), he will find himself unable 
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tetvadc hie bolding erm in a ^ood year esoqit at a loaa; whiln in a bad 
year he wiH be on the verge of Btarvation. In ' either case, he must 
borrow: and eince he has little or no Ik^ of ever being able to repay, 
he will become more and more involved, nntil at last he is aold up and 
joins the ranks of landless labourers. It beomnes impwtant, therefore, 
finUy, to determine, if possible, the point at winch a holding becomes 
uneconomic; and, teemndly, to ascertain what proportion of holdings in 
the province are below, and ^at proportion are above, that point. 

69. The eeonomie holding of the province. — ^It must first be made 
plain that in this discussion no great measure of precisian is possible. 
The question whether any particular holding can or cannot support its 
owner and hia family in the comfort to which he is accustomed is always 
a question of fact, the answer to which will vary according to the dteum- 
stances of each particular case. It will vary, firstly, according to the 
nature of the holding itself ; a bolding which is eoanennic in Meerut, will 
certainly be niiecononiic in Bundelkliand. It will vary again acewding 
to the skill of tlie cultivator, and the amount of attention and labour 
which he gives to liis cultivation; a Brahman would starve on a holding 
that is more than aufficient to support a Eoiri. It will vary yet again 
aooocding to the standard of comfort to which the cnltivatw is accustom- 
ed; thrise acres may be ample ior a Cbamnr, thirty acres may not be 
enough for a Bajpnt. In brief, the point at which a holding becomes 
uneconomic is not fixed but movable. Nothing more is possible than 
to work out a complete set of “average,” or typical, economic circum- 
stances, and to fix a point in relation to them. Tliis would have been ‘ 
a laborious task, involving a number of complicated calculations : for- 
tunately, wc found that the work had recently been done, and we have 
used its results. 

60. In 1926 a report on the agricultural conditions of the province 
was ]>rei)arcd for the uae of the Boyal Commission which dealt with all 
the princi|Mil problems likely to come under their review. One of the 
chnpters(^) whicli descrilMts "the economic position of the cultivator,” 
contains a number of calculations relating to such matters as the typical 
cropping of a typical holding; the nomuil yield of such a holding; the 
normal value of such yield ; and the normal ^expenditure of the cultivator. 
On the Imsis of these figures, the author also has calculated “the mini- 
mum holding necessniy to supiiort a cultivator a.nd his family,” — ^in other 
words, the minimum economic holding. Finally, he has compared this 
economic holding with the avenge holding, which he has obtained^ by 
calculating from the teeimis returns 4he number of cultivators* fomiliea 
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Bisi dividing the total holdmgH by that niunber. All tfaeae eahsida» 
tioos have been worked out for lonr dhiaious, lileerutp Jhand, OoraUi* 
pur and Lucknow, which are regarded as typical of the major tracts into 
which the province ia divisible. Unfortanately, the figures as they 
stand in this rqxnrt are inaccurate in two important and tliree minor res* 
pacts, and before using them we have found it necessary to modify them 
acoardingly.f*) 

61. The principal results of the caleulatious as modified are given 
in the two tables below. Table I relates to the minimum economic hold- 
ing. This was taken at an area capable of producing an outturn of suflB* 
•cient value to cover the cultivator’s necessary expenses together with his 
lent; and all the figures in this calculation are given in Table 1. Table 
11 diowB (1) the income and expenditure of an average holding calculated 
ecoording to the figures given in the preceding table and (2) the relation 
between the average and the minimum economic holding 
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(1) Inoludei food for telf, family sad cattle ; (S) Inolades waj^e of labour aod oqat 
of Imgatlou. 


(*) The two iinpiirtaut errors are (li that Uie author baaeii the value of the oiittiim 
■ol hie typical holding on the average auiual prieea, and juatilicB hia iicticiii by aaaerting 
that cnltivatora generally hold hack a conHi'derablc part iif their produce- igainat a riae 
ia prices. All the evidence before na, hrm'ever, makes it clear that rmly the biggest 
-cnitivaton can afford to wait, and that moat mnat fwll at the low liarveai price. To allow 
'for this we have radooed hie validations by 10 pjer cent. (2) With the object of avoiding 
a dietufbanoe in the oenaue returns of 1021, which was due to an influenaa epidemic, the 
aathor of this chapter need tlie figures of 1011: but in so doing ho ignored a large 
inrreaae which had taken place (despite the epidemic), in the number of cultivators 
•iboo 1011. Tbla increase over the whole province was over a milikm in niund figures; 
hot tlie distribution of the increase was uneven and for the four divisions it was apparentlj 
'Bot IfWi than 1| million. We have corrected his average facUings .accordingly. 
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Table II. 
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The following conclusions emerge from these figures. In Meerut, 
Jhansi and Lucknow the economic ixwition of tlie cultivator who possesses 
an average linldiiig is thoioughly sound. The margin between tliat 
yield and' the niiiiiinuiii economic holding is considerable, amounting in 
the case of- statutory tenants to 42 per cent, in Meerut, 31 per cent, in 
Jhansi and 53 iier cent, in Lucknow; whilst in the case of occuimncy 
tenants it is larger still. 

Again, such a tenant jKwsusses, in tlie surplus which he will secure in. 
any nurinnl year, a rtwrve which will enable him to tide over any 
ordinary calamity. That snr])lus in the case of statutory tenants is 22*2 
per cent, of the total outturn in Meerut, 17*5 in Jhansi and 26*2 in 
Lucknow; and these figures show the extent of the loss which a cultiva* 
tor can meet from a single year’s surplus. Few calamities involve losses- 
as large as these. 

C2. In GorokhiHii'. on the other hand, the figures suggest that the 
average holding is actually below the economic limit, and that the- 
average cultivator is in serious oconoinic straits; which, if true, 
would be a deplorable situation. No cultivator can work an nneoonomic 
holding except at a loss. Even in the best of years lie could only make- 
ends meet by borrowing, and in any worse year he would be on the 
verge of starvation. There is, however, nothing in our information to- 
support so pessimistic a view of the cultivator’s situation in this divison. 
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Indeed, from the reports relating to Basti district one might legitimate- 
ly oonmde that the cultivator of this tract is decidedly prosperous. The 
explanation is that these figures, though no doubt accurate so far aa 
they go, take no account of two imimrtnnt economic factors. Firstly, 
the number of cultivators in the Gorakhpur division who have a sub- 
sidiaiy occupation is phenomenal. Whereas in the rest of the province- 
the proportion is only 11‘5 per cent., it is here no less than 33*1 per 
cent. Not only so, but in tliis division, tliere is a large benefit derived 
from the emigrant’s remittances, described in a later paragraph (para. 
68). Secondly, the division possesses an unusually largo number of 
Knrmis, Noiris, and otlier similar castes, whose agricultural'* dcill .ja> 
famous. The proportion of such cultivators is 22*2 per cent.; in. 
Lucknow, which also has a large proportion of skilful agrioulturista'^ 
the figure is only 20 per cent. Such cultivators can and do secure 
a much larger outturn at a much funaller cost, than the "average” cul- 
tivator to whom these figures relate: the minimum economic hoWng for 
them would he three at'rcs at most and for Koiris, who K])ecinlixe in 
market gardening, even less. Further, this division also possesses Jess 
than its fair share of those high caste cultivators whose lack of agrietd- 
tural skill is so notorious; the percentage is only 12 against 10 in Lude* 
now. Tn short, the economic situation of this division is by no means 
as critical ^s the figures suggest. (') 

63. It will be ol>served that these figures supply an economic hold- 
ing based on averuges for four of the five tracts mentioned in paragraph 
66. The exception is the north central tract. There is, however, littlo 
difference between that tnu-t and its immediate neighlranr to the south, 
and we may assume that it has the same minimum economic holding, 
namely 4*7 acres. 

64. DistribiUion of holdings by size . — Amongst the figures that we 

have collected, there are some which distribute the holdings in grouiw 
according to their size, and fn>m these it will l)e possible to determine- 
tile proportion of holdings that are below the economic point or above it. 
But such information would be of little value unless all the factors which 
cause the situation of that |ioint to vary are also considered. That is a 
task which must be undertaken in a later chapter. At this stage it will 
Buflice to make the following statements . (1) The iiniiilier of tenants 

whose holdings are definitely uneconomic, and who also possess no sub- 
sidiary source of income, is relatively small. (2) The number of tenants 
who possess holdings of the average size or above it is decidedly 
smaller than the number in the former class. f3) The great 

ri Tbm CSD, of coiirae, be no bettor proof of tbe eswrtioD niedo sbovo that the 
eoniKiiBie hoidiog eaeiiot be'ebeoliitely detenotned, but will very with eimiinala’Moe. 

*. 


nsjority of all caltiTatora either (1) possess holdings at or dightly above 
the economic limit, or. (2) possess uneconomic holdings with a sabsidiaiy 
occupation. In eitlier case the result is that, though they can by nnremit* 
ting toil make ends meet in a good year, they can put by no reserve 
against a bad year, and wlien sucli year (KTiirs cun only tide it over by 
boiTOwing. And it must be remeniljered that tlie standard of living is 
low. 

66. Fragmentation of holdings . — ^These holdings, smiUl though thqr 
nre, are rarely in a compact block, but are made up of small fields scat- 
tered all over the village. This “fragmentation,” as it is teclmically 
called , is the result of the method in which partitions are usually carried 
cut. Each heir invariably demands his share of each item of that pro* 
perty; his share of every kind of soil, of every well or tank, of houses, 
sgroves and pasture land, of roads and paths, and even of individual trees. 
8ttoh fragmentation has many disadvantages. The nearer fields ore apt 
to be overworked, and the outlying fields to be neglected. It involves 
waste of labour in moving manure, implements and water to a distance; 
waste at land in providing boundaries; and waste of time in going to 
and fro between the fields. It facilitates damage by theft or cattle- 
trespass; it makes the use of labour-saving machinery difficult; and it 
restrains cultivators from attempting improvements. 

66. Yet fragmentation has its defenders, who warn us not to ex- 
aggemte its defects, or overlook its merits: and it is instructive to te- 
pr^uce some of their principal arguments. 

(1) If a cultivator is not to starve, he must have land that he can 
cultivate all the year round, in the rabi as well ns in the kharif. His 
holding should not, fur instance. Itc consolidated in rice land, which will 
bear only in the kharif.C) The argument in imronehisive. If a culti- 
vator can make a sufficient income out of his kharif crop to keep himself 
and his fninilv for the rest of the year, there seoins no iMirtieuUir reason 
why he should cultivate a rabi crop at nil, still less any reason why he 
should stan-c if ho doi>s not. The exivinplc given, also, is peculiarly un- 
fortunate; a highly mim'ssful experiment in consolidation was carried 
out in a certain Basti estate in IfllT. as a result of which each liolding, 
save for a tiny plot or two of rabi land near the village site, consisted 
entirely of rice land; and the tennntrv was, and is, remarkably wcll-to* 
*>.(•) 

*(*) Report on agrionlturo iwepared fur the Agricultural CninmiBilon (1996)e 
pugo 88. 

(*) (I WM luywif conceroed in thig experiment, by lending stmff to the lindlord 
to cany it out; and nibsequently, ai fieitleiiient officer, inspected the multe. E. A. H. B.| 
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(2) Fragmentation, by aecoring that ereiy holding contains aoUa of 
diffennt Idnda and qualities, enables the tenant to grow a larger variety 
of taops, and so to find occupation for a greater number of days in the 
This is a less nnoonvincing variant of the first argument. But 
it only holds good when the numter of fragments does nut exceed the' 
number of distinct varieties of soil, — as, for various reasons, it often does. 

(8) By piling man-power and bullock-power, cultivators minimize' 
the waste of time and labour caused by the coming and going of men and 
cattle. The practice exists, but it is by no means universal; no cultiva- 
tor would take part in such an arrangement if it would entail undesir- 
able delay in the ploughing or watering of one of his own fields. 

(4) Fragmentation disirihiitos the risks inhcrt'iit in ugrkailtimi; if 
a man's Iiolding is scaiteriHl his cro])s arc less likely to be completely 
destroyed by sn<‘h a calamity as a hailstorm than if it were concentrated 
in one spot. In otic village linilstoriris wiaild nirely iktiii' nmre than 
twice a year : the rerncily is woi'sc than the disease. 

(.5) Consolidated holdings nicaii se[>ariite hoiucstcnds : and separate 
homesteads nieuii sejNirute drinking-wells and tlireKliing-fliNirs, and' 
increased risk of dawitj* and burglary. This argument undoubtedly ’Aw- 
miich force ; it is doubtful whether the tc'iianl, at all events, could find 
credit forglio eoiisiderahle cx]>enditnre involved. 

But the most |M)werfiil argument in favour of fniginentation is tlie 
fact that the villager, hidebound by custom , nctiially prefers it. Never- 
theless, fragmentation, though it may suit the people, is a serious evil* 
both to agriculture and to the agriculturist. It is less certain that consoli- 
dation is the best remedy. 

67. Subsidiary orcupafions . — ^It has already been mentioned inci- 
dentally that many agrkailtiirists, especially in the Gorakhpur division,, 
have some second source of income. The census returns of 1021. show* 
that of every ton thousand “workers’’('*) whose priiicijail wrenpation is 
agriculture, no fewer than 6,75^ have some subsidiary ocenpation. In 
the case of 8,622 of these, however, the second occupation is also agri- 
culture; the landlord is also cultivator, the cultivator is also a farm labor- 
er, or vice versa. Excluding these, who have committed th^aconomie- 
foUy of potting all their eggs into one basket, there are 3,186 agri<ml- 
tuiists who have some non-agricoltnral occupation to supplement l^eif 
liesooroes. 

The following is an anal3rsi8 of these* subaidiory non-agricuitural 
occupations. (Figures are "per 10,000 workers"). 






Agricultunl CnminiMion's raport, jmge 184. 

Eielmm of "dependentB.** The BFonge pfoportion of dependents 


to workers'- 



(1) The leurned and other profeeeiotu, 129. — These include lawyers, 
•doctors, Bclioul-iiiasters and estate agents. All are landlords, and all but 
the last manifestly must be absentees. 

(2) Monefflenden and traders, 409.— Of these, 307 are landlords 
and 84 tenants; they .represent the agriculturist moneylenders described 
in the next chapter. There are eighteen oilier traders amongst the 
labouring ulnss. 

(3) Village and other artizans, 460. — These indude weavers, oil- 
pressers, rice-pounders, potters, tanners, blacksmiths, carpenters and 
ot/icrs. The 81 artizans among the landlords are praliably urban : the 
rest nirul. 

(4) Other ratal occupations, 232. — ^Most of these are cattle-owners 
and dairyiiioii (.191) : the rest are hsherinen and village watchmen. 

(6) (irmral labourers, 281. — Of these 20 are described as mill hands 
and may bdung to the urban jiopulation. 

' (G) Miscftllaneous, 1,622. — Of these 36 are i>ensioncrs. No details 

ore given of the rest, but they doubtless include priests, herdemen, 
shepherds, haskctniakcrs, grain-purehers, wnsherineii, barbers, shoe- 
inafers, scavengers, inidwivch, domestic servants, beggars and minor 
village olTicials such as the gorait.l**) 

There are, of course, many other industries tlum those rneutioned 
above, which nj-o suitable for a rural community, — ^for instance, the grow- 
ing of fruit, flowers and tobatxtn, eot inn-ginning, the manufactiire of 
gur or sugar, poultry funning. It is, however, imiiwessary to disenss 
.them heiv. siiiee they will form the subject of a se[)arsite chapter. 

68. Home of our witnesses have mentioned the assistance render- 
■ed to peasant families by sons or other relatives who have left their 
tiUageB in search of livelihood elsewhere, and regularly remit home a 
portion of their enniings. .\ii ufijircciablo but ndatively small part of 
thia migration is diroirted to labour centres within the jirovince, notably 
Cawnpore and the hill districts. The greater part of it, however, is 
directed outside the pmvince altogether. Twenty year.s ago it was 
commonly said that there was not a single faiiiilv in the Denares divi- 
sion which hild not at least one menilier in the provinces of Bengal. 
Asssvin or Bihar.(*®) I'jaler census figure.^ show that the volume of 
such uiigrutiou is not as large now as it wa< then, but it is still consider- 
able, and it is spread all over India, from Bombay to Burma. The 
better classes seek service in the army, in the public offices, or in pri- 
vate business concerns,— as clerks, if they ore sufficiently educated, as 

(“) A nirinim *iili«ii1iiiry nrfiipntion mentioned in a Bnitti teport is tain sokh* 
■(witch dnetor). (Evidence, vid. 11, p. IS-'i. 

('*) Famine report, IWS, pages 158—1!. 
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ordeilies, dartcans or other menials, if they ore not. The lahouritig 
classes ara attracted by the tuills and factitries of large towns, the col- 
lieries of liengal, or the tea plantations of Assam and I'k'lira Dun. It 
is possible to obtain some clue of the extent of the assistance rendered 
by these emigrants to their families from the returns of money orders 
paid in the different districts. The total sum i>aid by money order dur- 
ing the year 1028-29 throughout the province was 1,365 lakhs. Of 
this amount 7^ crores or 56 per cent, were paid in fifteen districte 
firom wliich emigration is known to be considerable, as in the follow- 
ing table : 
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In some of these diatricts, no doubt, thorc are big cities, — Cawn- 
pore, Allahabad, Agra, Uenores and Lucknow — , and the volume of - 
payments by money order would be large in any case. Again, 
Gorakhpur, with its 3 inillion inbabitants, 60 iaklis is not an extraviw 
gant figure. But this explanation will not cover the other dislricta, 
all of which, save Fyzabad, are entirely rural and possess no trade 
dr industry sufficient to account for these high amounts. There can, 
therefore, be no doubt that emigrants’ remittances in these districts 
are a valuable additional source of income to the [wasant families 
which receive them. There are a few other districts with high returns 
of money ordei's l^aid, iiamtiy, Aligarh (39 lakhs), Farnikhahad (31 
lakhs), Gonda (30 lakhs), Meerut (3^ lakhs), Baharanpur (27} lakhs), 
Bijnor (28 lakhs), and Moradabad (42 hikhs). Though emigration is 
relatively small from these districts, some of them ore military' reernit- 
iog areas, and a part of these remittances come from soldiers 
. serving in other parts of India. Nor is ther profit derived by 
^grienltnie from emigration confined to occasional remittances. The 
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migrant, when at last he returns home, often brings large sums witii 
him. One darwan of a bank in Burma retired worth a lakh, which he 
had made by lending, — ^principally to the bank's clerks I 

II. — Urban. 

W. The urban popuiation. — Of the total population of the province 
My 106 per thousand live in towns. The percentage of urban to rural 
ia highest in tlie west and declines steadily towards the east. In the. 
West Indo-Gangetic Plain it is 16.1; in the 8ab-Himalaya Eastern divi- 
sion it is only 36. The total number of towns at the census of 1921 was 
446, varying from the city of Lucknow witli over 240,000 inhabitants to 
Kotdwara (in Garhwul at the foot of the Himalayas) with under 400. 
Of the total iminhrr of towns <jnly eighteen had ti population of over 
.15,0(X.I; ns many as ’213 had a [Kjpulation of under 5,000. 

70. Country towns. — ^The vast majority of these urban areas can 
best bo described as trountry towns, — “exaggerated villages with a cer- 
tain non-agrieidtiiral iM)pulation attracted by tlic eonvenienre of their 
sites.” As a rule the Irade of such a town lies in its own vicinity, 
Bi4)scrvicnt to the inten^sts of the rural tnict of which it is a centre. 
'Most of them aiv either small niunieiiialitics, town areas, or notified 
areas under the nppixipriate A<‘ts, and are l)oginning to develop modem 
amenities such ns lighting and drainage. 'With the completion of a 
large hydro-elect ric schcrao now being carried out^ some 62 towns of 
more than 5,0(K) inliubitants in the seven north-western districts will 
receive electric fxiwer, — a change which it may be hoped will result in 
industrial ex)iansion. 

71. Cities and large towns. — The rest, which are tlie larger towns 
of the province, owe their origin to some extraneous causes. Most of 
them wero built by different niters for strategical and political reasons. 
Thus .\kbar chose .\gra for his capital. Fyzabad, Jannpnr, Bareilly, 
Shahjahanpur. Farnikliabad, Monidabad, Saharanpur, Budann, Amroha, 
Bambhal, Bahraich, Banda and Shahabad were all founded by some 
Muslim potentate, and are still the homes of his descendants. Asnf-ud- 
daula built Tjiicknow merely because he disliked Fyzabad. Benares, 
Allahabad, Ajodhya, Muttra, Bindhnchal, Hardwar and, to some ex- 
tent, Gorakhpur are important chiefly as centres of religion. Meerut 
and iThansi were created by the British Government. Cawnpore owes 
its origin to trade, and is the only place of first-class importance in the 
province which does. But if other causes made the towns, yet trade 
is the cause that has maintained tliem. And, where trade has deterio- 
rated, the prosperity of the town has decreased with it. Farrukhabad, . . 
Mirzapur and Ghazipnr were once commercially important, being 
centre of the old water-borne trade; but the advent of railway hae 
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di?erted it elsewhere and their population has decreased. Twenty-four 
towns with a population of over 39,000 are classed as cities. Of these 
seven have more than 100,000 inhabitants. Loclrnow, the “widowed 
capital of an extinct dynasty," lias the lanifest |x>piilatioii of over *240,000; 
Cawnpote comes second with over 200,000; Benures third, with 198,000. 
The other four are Agra, Allahabad, Bareilly and Meerut. Qf these 
Cawnpore and Meerut are also increasing in size. Cawiipore is tire 
cenhre of provincial industry; whilst Meerut is in the rioliest tract ef ^e 
province. Other large towns which are expanding are Moradabad and 
Shabjahanpur. Elsewhere, the unhealthiness of the decade endii^ in 
1921 caused the impulation to decrease. But the set-biu-k sliuiild only be 
temporary' in Agra, Amroha. Itareilly, Budauu, Ktawah, Hallmis, Koil- 
Aligarh, Haharanpur, Sambliai and Shabjahanpur, for nil have thriving 
industries. Allahul>,id. Bennn^s, Fumikhabud, Fyznhud, Oorakhpur, 
iTaunptir, Tjiicknow. Mir/.a]nir and Muttrii are (ntie.» which live priiiei|)iil- 
ly in the past. 

72. Prinripal vrhan indiiHrifs . — Cotton is ginned and spun with 
rude appliances all over the province, and weaving is curried 
out in most districts; so, too. Is dyeing. Hcnaiw and laickiiow 
are the chief centres of the luxury industries : the wea'^ng 
of silk; eiiihroiilcry of cvciy kind in g«ild btkI silver on velvet, silk or 
siirccnot, o]^ of silk and cotton on iiuisliti, — the last-named is the well- 
known {‘hihan work of Lu<;know’, an industry of the reM|icctnhle poor, 
especially Miisliins. Agra, .Migarh and linrcilly are famous for their 
cotton curiiets, whilst Mirzapiir j.s the chief centre for the inaiiufactare 
of woollen carpets, 'riic c'dlun-printing indiistn' is w'cll cstahlishnd in 
Luckuow, Farnikhabad. Shahjnhanpur and other smaller places. Orna- 
mental metal work is a siieciality of Lucknow f silver), Moradabad and 
Benares (brass and copfier); whilst metal household vesaels of all aoi^a 
are made principally in Mirzapur. Farnikhabad and Tiucknow. Olaeft' 
bangles are made in Firozalaid in the Agra district. The manufnetora' 
of glass for domestic use is carried out at Bahjoi in Budaun and Allah- 
abad. There is a considerable trade in articles carved from marble and 
eoapatone at Agra, whilst Saharanpur and Nagina are the centres of 
wood-carving; the latter specializes in ebony. Aligarh enjoys the monos 
poly of lock-making. All these industries are carried out both in 
factories and in the home. The principal factory centres are Cawnpore, 
Agra and Hathras. At the census of 1921, according to the indnstiial 
statistics then collected, there were in all 1,369 factories in the ptov- 
inoe, mainly connected with textiles, metal, sngsr, flour, oil and 
leather. These factories are usually run on Western methods and the 
bigger establishments in ordinary times find no difficulty in supplying 
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tbeniHelTes with capital. The same is not always tive of tiie smdler 
factories. 

73. All industries, whether of a factory or cottage type, are suffer- 
ing from foreign competition and the trade depression of recent years. 
Tlic cottage industries also suffer from competition with factories and 

' from cluinges in f) 0 |>i)lHr taste, both in respect of material and of design. 
3ut they suffer most from their own conservatism. The industrialist’s 
business methods are out of date. He has not learnt that contracts 
are made to he kept. He will not bind himself to supply an article of a 
certain kind on a certain day, and prefers to work as, and when, the 
artistic spirit moves him. He has not learnt that advertisement is an 
essential preliminary to the sale of goods; customers must come to him, 
for he will nut go to the enstomers. There are a certain nnniber of 
manufacturers who have managed, in one way or anotiier, to gel and keep 
in touch with ilie frtreign market and in such cases the indnstry 
usually flonrislics. But taken as a whole, the cottage industries of 
the province arc declining. 

C. — Social. 

74. ISeonotnic tupcets of the Hindu social system . — Every Hindu 
is subject to a customary code which governs his every action, almost his 
«very movement, from the cradle to the gi’ove, and gives shape to his 
ontirc environment, economic ns well ns social and religious. Any ac- 
count of the economic features of an Indian province would lie incomplete 
if it did not lamtain a description of the economic aspect of the Hindu 
social system, especially when that account is pi-eliminiiry to an examina- 
tion of indehtodness. For. on the one hand, one of the principal factors 
which produced caste was the economic principle of differentiation of 
function, in accordance with wliich first the ancient trade guilds and 
tlwn their modern successors, the otviipationnl castes, came into exist- 
ence; whilst, on (he other liand. as nnineraus statements in onr evidence 
prove, a very large imrt of the total agricultural debt is the direct effect 

unavoidable social custom. Within the space at onr disposal it is 
impossible to deal with this matter in detail; all that is possible is to 
give instances to prove the main contention, namely, that the caste 
system has a profound effect on the economic life of an Indian peasant. 

76. Economic effect of social status . — ^The caste system is essen- 
tially aristocratic. Every caste has its appointed rank and every indivi- 
dual’s status in society is governed' by the rank of the caste to whidi ha 
belongs. That status cannot lie raised. It can, however, be lowered, if 
in any respect he fails to obey the dictates of custom; and the higher the 

(**) Usually such industrialists were exhibitcurs at the Wembley Eshibitim and* 
inroBted the Icmcuib which they then gained. 
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caste the greater the need for such observance. Some of the ciistoiiis 
affecting- social status have an iin|)ortant economic bearing. 

(D A high caste woman, whether Hindu or Muslim, must mnain 
in seclnsion. She cannot work in the fields. 

(2) Custom forbids iv lirahiutm or Ilajinit to handle the plongii. 
Some witnesses suggest that this custom is weakening. It is, however, 
still generally prevalent. This restriction appears to have no religions 
sanction. Manu in referring to the various means of livelihooil oiien to a 
Brahman, after first mentioning the priestly and military oecut*atiuiis. 
writes : “If it be asked how he (the Hrahmnn) must live, should he be 
unable to get a subsistence by cither of tluisc employments, the answer 
is he iniiv subsist us a iiiereantile man, afiplying hhmflf in person to 
tillage and attenilnnee on cHltle.**('^) 

(3) A high caste man who comes into physical contact with a mem- 
ber of an uutouchnhle caste iteoomes impure, and must nt onci^ wash 
both himself and his clothes. As nmst field labourers are “untouch- 
ables,*' and it i.s dillictilf to avoid micli contact in .some of tlic field 
operations hi wliieli a high <-astc man could assist, the latter is apt to 
confine liis energies to suiiervision. Thia tabiK) is also said t(> be 
weakening, but it Mill jiersists. 

(4) Esi>eijditure on various ccrenionies is much larger amongst 
high castes t^iaii low. Not only has a Brohiium or Itajpnl to K|ienc1 menu 
lest he lose socrial standing : but lie must observe all the twii'e-lKtrii rites, 
whilst a man of lower caste can restrict himself only to the most im- 
portant. .\nd there are sixteen of these rites (sawtknm), all of which 
cost money : marriage, of course, is by far the must exiiensive. 

76. These social ciistuins have the following ccoiioiiiic results : — 
Firstly, they increase the cost of cultivation, sincrc the high castes must 
employ far more labour than the low. Secondly, high caste cultivation 
TB rarely as skilful or jiruductive as low caste cultivation : where the 
Kntmi pi’oduces wheat, the Brahman produces barley, and only sccond- 
nte barley. On the other hand, the high casu;.-. usually enjoy a cental 
privilege, which is often us high as 25 per cent., and generally possess 
far more than their fair share of the lai|;er holdings. The Brahman, 
moreover, by virtue of his Brahmanhood has a subsidiary source of 
revenue in the shape of jiriestiy and eeste does (purdhiti and brit or 
jajmani). These include not only fees for services rendered, but pre- 
eente, usually of food, that are made either on ceremonial occasions or 
way of a penance. One of the most common punishmente in the 
fwai code of any caste panehayat is the feeding of so many Brahmans. 


(>*) InstitutM X, 88. 
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77. In short, the high caste agricultaiist possesses certain de6nite 
•dTantages, wliicli are, however, more than counterbalanced by the cost- 
^ liness of liis cultivation and the inferiority of his crops. He also has to 
bear siiecially high exjienditure as ii result of his social obligations, 
set off, in the case of a Brahman, by a steady income derived with the 
minimum of toil from bis Brobmanliood. On balance, tlie Brahman 
certainly gains. The figures at our disposal suggest that the Brahman's 
debt is by no means so high as that of the Bajput; indeed, it is often rela* 
tivcly low, whilst there are many instances on record of moneylendiiig 
Bralimiitis. But the Bajput us n class is deeply in debt, and our witness- 
es have many unfavourable comments to pass on bis habits. One writes 
as follows: "The {ffedominant Bajput is notorious for extravagance 
and bud husbandry. Proud of his birth and traditions, more accustomed 
to fight than to till , tlic Bajput is by common consent the worst cultiva- 
tor of this district (Meerut) He considers it l>elow his dignity 

to touch the plough liiniself and his ficdds are at the mercy of hirelings. 
.... JTis )iridc of birth and rogstrd for uiicient tradition make him 
prodigal in his exiamdituro on marriages and other scx^ial functions. The 
traditional custom of marrying his daiightci' to a social sufierior leads 
to reckless borrovi’ing and eiuls in the mortgage and sale of his land. 
Yet lliongli he is so KCTiipiiUais (•«> pirserve his hunt (honour), lie is rarely 
pniK'tnal in ivfiuytneiit of his dcbt.’‘(''’') Another witness writes “Par- 
tabgiirh is a disiriet of Bajput tnluqtUirs and tlic petty Bajpnt zamindars 
feel that they must niniiitain the same social status as their richer bre- 
thren, with till* result that they s|x:‘nd freely on marriages and other 
mxsial cnstuuis to keep up their prestige. ”('“) In this partienlur village, 
the Bajput landlords owed over Rs. H.fMIO, of which over Bs. 4,(XK) had 
been expended on marriages, against the tenantry’s debt of under 
Rs. 7()(). In every district that has recently been tinder settlement 
Bnjpiits seem to have lost considerable areas of land, regarding whic?« 
one witness gix's so far as to say that it would be a gooil thing if they 
lose more. Other high **astos are alsti deeply indebted, notably the 
Bhuinhar Bralimun of the eastern districts and the Kayastha. Social 
expenditure is also high amongst o.ertain lower castes that have prosper- 
ed. and accordingly have begun to ape tbe enstoms of their betters. 

78. Economie effect of caste on trade and industry. — ^Ab has 
already been mentioned, the functional castes are often the direct descen- 
dants of the trade guilds of ancient India, and many of them are as strict 
ill regulating trade matters oa ever were the guilds. Their panehayaUt 


(“) Kvidonce, Vd. H. p. 938. 
(>•) ETidenM, Vol. 11, p. 199. 
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which are often extremely powerful bodies, deal with such offences 
a^inst trade custom ns oncrooeliing on another's cliontMe, raisinft or 
lowering prices and methods of sale or manufaeturo. The Btax)ng^ 
wea])on8 in the hands of the jHinchayais of functional castes ore the atriko 
and the boycott, nnd they use them fre<‘ly. not only against individuals 
but against entire castes, against Iwal ImmIics, and even against govern- 
ment. Some forty years ago, the Koiri t)t)}>py-grow'erB, being dissatis^ 
lied with the rates paid for opium by government, summoned a ponehtt 
yat, which decided to refuse payment at the prevalent rate and cease 
growing poppy unless the rate was enhanced. .\nd in the end the rate 
bad to be raised. The class of oflctice!' with which these patiehayais 
most commonly deal are those connected with jajmani; an alternative 
term is brit. Literally the word “jajman” iiieans “the giver of the 
sacrifice*’; but it is now extended U» include a client or patron of any 
kind. The jajmans of a llrahman purohit or priest arc his parishionerff, 
whose domestic rites it is his duty to superintend. In the same way, 
Chamar.s, Dorns, Dafalis, Dhats. Nais, Dhangis, Ttarhais, Tjohars and 
Mahabmhmnns all have their jajmani f>r ch'clc of clients, fnuii whom 
they receive fixtid dues in return for regular services. TJhc Chamar's 
jajmnna are those from whom he receives dead cattle and to whom bo 
supplies leather and shoes. TTis wife has u jajninni of Jier own, for 
whom she act.s ns midwife and performs various menial serviees at 
mam'iiges and other festivals. The Nai ha.s a tdioiilMe whom he shaves, 
and for whf>m he acts os match-niaker and performer of minor snrgicnl 
operations (such ns drawing teeth or lancing IkmIh). Ifis wife is the 
hereditary monthly nurse. Ttarhais and Tadinrs in the villages have 
their circles of constituents whose ploughs nnd other ngrictillnml gear 
th^' make or mend. The l!)om’B jajmani is a beat in which he alone is 
allowed to I>eg or steal. The jajmani is a valuahle source of incoin^, 
both heritable nnd transferable. We have many instances on record 
where jajmania have been mortgaged, both with and without possession, 
whilst it is said that the i!>om’s begging bent and the Dhangi’s circle 
of clients are often given ns a dowry. They are accordingly strictly 
demarcated, and to poach on them is an action bitterly resented. It 
is said that a Dom would not hesitate to hand over to the police any 
strange Dom w’ho stole within the former’s “Jurisdiction.*’ The 
jajmani, of course, is a valuable asset and many a villager derives at least 
as much of his income from this source ns from his fields. (’^) 


(*'( For cotM of iDterferoDce by panehayaU in tnuio mBltorn «m Conacu Boport, 
1011, pogM 843. 843. Aa fecoount of the due* mid tu Ijoharii. rhnmoin, llorhtii ond - 
Koii ij tbiir clienta will be fonnd in the Evidenra. Vul. IT, p. 330. 
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79. One witness writing of Agra tellit us that the village mcmey*;' 
lender in those i)artB also works on the jajtnani system. When the 
tahukof, as he is there called, accepts a cultivator as his client (asatni). 
it becomes his duty to give advances in money for any purpose whatso- 
ever, and also in any' kind in whicli he deals. The client, on the other 
hancT, undertakes to boiTow from no one else and to settle the sahtikar’t 
dues out of his prodi’.ee before he settles anybody else’s. Tbe ^tem 
appears to be peculiar to some western districts, and has certain obvious 
advantages. As another witness has put it “the asami is wedded to one- 
mahajan who stands by him through thick and thin and advances him 
money at all times.” In other words, the interests of lender and 
borrower are identical 

80. Soflial custom and debt, (a) Marrmgr .. — "The begetting of a 
virtuous son,” says Ihiudhayana, “saves his father from hell, together 
with the seven preceding and seven following generations.” Marriage, 
therefore, is a religious duty, which the Hindu owes not only to himself, 
but to his ancestors and his descendants; and marriage expenditure is 
unavoidable. 

81. Amongst all ca.stes of good social standing, the burden of 
marriage exiienditure falls on the father of the bride. He must provide 
(be girl witli a suitable dowry, and w'illi ornaments, clothing, and house- . 
bold utensils. He must ontei'Uiin the bridegroom’s i>arty for several 
days; ho must fee the ofTiciating priest ; be must feast the assembled 
brethivn and Hralimans. The gnxun, on his side, must purcliasc suit- 
rble presents for the bride, and suitable- wedding garments for himself 
and his suite; but, as a rule, the dowry more than covers his expendi- 
ture. Amongst low castes, on the oilier hand, two customs arc 
pAvalont which reduce the burden by distributing it. Firstiy, 
the brethren present at the feast are often invited to make a contribu- 
tion (tahawan) towards the wedding expenses; a brass plate 
Uhali) is passed round into which eiudi guest drops a silver coin.(*'> 
And sceotidly, in many low castes, the dowry paid by the father of 
tlie bride is replaced by a brido-price, paid by the father of the bride- 
groom, which in practice is always appropriated to tbe cost of the- 
oeremony. Tltis bride-price is generally fixed by caste custom and ia 
sometimes so small that it plainly dates back to a time when the pur- 
chasing jKiwor of money was much greater than it is now.C*) In other 


('*) As a speculation inonoylenders will somotimes advance a sum fixed by . 
agreement and take the Utknvau in full payment (Evidence, Vol. II, p. 58). 

('*) For A list of bride-prices, see Cenmis Report, 1911, page 931. The lowest 
is Bs. l\, but there are twenty-five under Rs. 10. See also Evidence, Vol. II, p. 959. 
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. cases, the bride-price is specially fixed on a considenitioii of the oircnin- 
stances of the bridegtooiu and his familj*. 

82. Marriage expenditure is often grossly extravagant. The 
principal cause is tlie custom of liy|)ergainy, which is prevalent in all 
castes of good social position, by which the bride inust always be of, 
lower social position than the bridegroom. The result is that tKe bride's 
family, in an attempt to live up to the bridegroom’s position, spend much 
larger sums on the wedding than they can afford. .It is not surprising 
that in such n caste ns the Rajput, to wlioni display is almost a social 
duty, the birth of a daughter means the beginning of debt. One witness 
estimates the marriage exfienditure of a Itajpiit cultivator at Rs. 600; but 
it must often be mu<'h higher than that, and ninongst the wealthier 
members of the cominuiiity, sometimes runs into lakhs. Amongst low 
castes, us a rule, marriage exi)cnditnre is ix)t so serious a matter, and is 
very often repaid within a reasonable period. A Kurmi wife, it is said, 
costs Ks. 32. Nevertheless, even the lowest castes ore occasionally 
extravagant; for instance, an instance is recorded of an Arakh in a 
village of Hardoi district who spent Rs. d(X> on the wedding of hia 
daughter, though his only sources of income were a holding of under 
two acres and the wages of ucttasional Inhour. 

8,3. Other ccwwnonV’#.-^— Other ceri'iiioiiies Ix'siih's inarriiige 
often drive the villager into debt. Amongst those mentioned are birth 
and funeral ceremonies, Jthrtuldhas, and the uimnayam or thread cere- 
mony. Money is also fn'queritly Imrivtwod for pilgrimages, and occa- 
sionally for krtthas (siicred recitations). The sums are often consider- 
able. 

84. (c) Caste penalties , — Tlie jurisdiction of caste pauchayats in 
matters of trade has already been mentioned. Their principal concern, 
liowever, is the investigation and punishment of offences against social 
customs. These pattehayals frequently imfowe heavy fines, or order the 
offender to give a feast either to a sjwcified number of Brahmans, or to 
the brotherhood, or to Ixith. As the offender is invariahly excommunicat- 
ed till the sentence has been carried out, be must often'find it necessary 
to borrow. Naturally rillugers would l>e reticent alsMit debts (••) due to 
this cause, and only one instance of it is actually mentioned. 

86. Ancestral debt . — very common object of borrowing is for the 
repayment of ance.stral debt. As it is also a tyiie of debt from which the 
debtor finds it difficult to free himself cffectiv*,*ly, it is necessaiy to 
explain precisely the nature of the obligation ivhich makes debt heritable. 

t**) A number of actiwl uetanen of pspehsi/ati’ •eDtenew will be found ht Ceanw 
Bcfort, mi. pagei 84040. 
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The liability of one person to pay dc-bta contriicted b}' another depends 
uUiiiintely on the principle, coimtaiitly ‘recurring in Hindu Haw, 
that let'al riglita arc taken subject to the dischorfre of morn] obligations. (*') 
It may arise fiorn thn% completely different sources. These are 
Fiwtiy, the religious duty of discharging a debtor from the sin of his 
debt; secondly, the heir’s moral duty of paying a debt -contracted by the 
person whose assets he has inherited; and thirdly, the legal duty at imy- 
ing a debt contracted by one person as the agent, expressed or implied, 
of another. Tlic first duty arises only in the case of the debtor’s imme< 
diate descendants, non and grandson. The second arises in the case of 
any heir or sucTCSsor in interest. The third in un incident of the Hindu 
joint family system, and affects the co-sharers of the managing member 
of such a family. In any one case, two or more- of these duties may co- 
exist, but any one of them is sufficient to constitute the liability. 

86. Tt is necessary to n^alixe, however, that this liability has its 
liihitiitioiis. Firstly, the liability docs not descend beyond the grand- 
son, whilst Konio authors hold that it covers intere,st in tlie case at a 
.father's debt only, and not of the gi'andfathcr’s. Secondly, the heirs 
cannot bo f-nmptdled to pjiy debt incurred “for a cause repugnant to good 
murals.’’ Thirdly, the law, as now tidniinistered in all provinces except 
Bombay, limits tlie liability to the extent of the assets inherited. But 
these limitations ore not of much practical importance. Pew heirs w’ould 
dishonour their ancestors’ memory by repudiating their debt-s as immoral. 
Again, a inoneylendcr >vho was likely to be defeated by either the first 
or the third exception, would invariably try to induce the heir concerned 
to execute a promissory note in his own iiuine; and such is the force of 
tradition that he would genenilly succeed. If lie does, then the debt 
revives as a debt of the heir himself, and both limitations are avoided. 

87. One of the Hindu lawgivers says : "he who having received a 

sum lent . . . does not repay it . . . will be born hereafter in his 

creditor’s house a slave, a servant, a woman or a quadruped. ’’(**) La 
otlrer w’ords an unpaid debt is a sin, the consequences of which follow 
the debtor into his next life. It is not, therefore, sufficient for the heir 
to take over the debt, it is also necessary that he should pay it; and the 
evidence Injfore ns shows that a large(**) amount of fresh debt is borrow- 
ed to repay old debt. From the point of view of the ancestor that is 


(**) Mavne'B Hindu. Lnw and Vxage, Bfli rditicn, page 994. The following account 
ia entirely hiMd tm thia bonk. 

Vrihaspati apud .Tagnnnaflia Digest, Vnl. T, page 934. 

Klcicwhere the amount of total debt which conaiats of such borrowing ii eati- 
mated at 15 |(er cent. See Chapter IV, para. 159. 




( 41 > 


donbtless satisfactory; fiiom the point of view of the descendant, however, 
it uieans merely tliut the new debt replaces tlie old and one creditor 
replaces another. 

88. Muslim iiuh’htcducss . — “The iiiaiii mison,'* writes a Muham- 
madan witness, “for the growing jioveriy of the Muslims in this province 
is their high cost of living as ooniparod with that of other communities. 
The Muslim has not adjusted himself to changed eircuinstiinces, and 
still adheres to the habits and W'ays w'hich ehameterixed him during tlie 
decadence of Muslim rule in India.’’ His standard of living is infinitely 
more expensive, than that of the Hindu, and always np to. if not beyond, 
his income. Hospitality, moreover, is to him almost a religions duty, 
“(rojl's angels do not visit a hoiist; where there are no guests.*’ The 
charge of rhriftlessness (<an he more jiistifinbly laid at the door of the 
Muslim than of the Hindu {leasant. Plis pcononiic jHisition is also 
seriously affected by the Muslim law of inheritance. Tn a llindn joint 
family, widows get merely a life interest, daughters get nothing, and 
the estate is managed hy & k(irta or agent. Aiiiniigst ^Muslims, on the 
ether hand, the division of property after a death is in«‘vital>l(‘, and often 
results in breaking up small estates into fragments w'hieh ait> not worth 
keeping. Bjft though tiic heir’s income is thus diminished, his expim- 
dilure remains on the same s(>al<^ as it was before the pniircrty was 
divided; for to cut down his exiieiises would bring disgnuK; to the 
family. The Muslim again, is more litigious than the Hindu. “The wrath 
of 'the fietty Muslim zamindar is easily aroused, even on matters of 
minor importance ... If a tenant has the hardihood to 
refuse to work for him, he must ho punished, or if a iieighhouring land- 
lord has refused to allow the zamindar's cattle to grasse in his pasture, he 
must be Imuight to his knees.” .\nd the' result is a Tawstiit, or possibly 
a criminal pnise<‘ution. Meantime, his family pride prevents him from 
taking up comiiiercial occupations unless he hapiiens to have been born 
into some trade, and even then he is rarely able to make both ends 
meet. Finally, the Muslim woman, unlike her Hindu sister, must 
observe purdah in all hut the lowest rank of society. The natural 
Jiesult is that the Muslim falls quickly and easily into debt to 
an extent even greater than the Hindu. Yet w'hilst he is ready 
to pay the most usurious rates of interest, his religion does not permit 
liim to lend money on interest; and thus such capital as the Muslim 
possesses is often rendered inoperative. 

89. The peasant’s psyehohfiy . — ^The peasant is generally described 
4s a fatalist, demoralised hy his ceaseless struggle “to extort a bars 
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lireliliood from an iiiHiifficient holdiii";" »s a spendtlirift, incapable pf 
resisting tbc temptation to relieve jnessiiig necessities by mortgaging 
his future income and even his capital; as living a life of pathetic 
des|K>ndencyi witii neither tlie desire not. the will to live bctter.(*‘) 
And many of our witnesses would concur in this genem* description, 
though they theinselves provide many particular instances that prove 
it wrong. Long experience, no doubt, has taught the peasant that 
agriculture is a game of chan(*.e l)etween man and nature : that nature’s 
dice ore always loaded : tlmt inaii can only win if nature permits. And 
such experience naturally induces a mood of fatalism. But the peasant, 
also knows that at least five times in ten,(*^) man does.win the game, 
and consequently lie goes on playing it; his fatalism does not issue in 
inactivity. For his thriftlessness. it is necessary to distinguish. The 
low caste cultivator is by no means reckless in his expenditure. Occa^ 
sionally an ambitious Arakii may spend Bs. 300 on his daughter’s, 
wedding, or an extravagant Chamar borrows Bs. 100 for his grand* 
mother’s funeral ;(**) but generally he Ixirrows no more than he must, 
and rejmys as stmn os he can. The high caste cultivator is o^ainly 
extravagant, but his expenditure is directed not so much to the relief of 
*his neceasities, agricultural or personal, os to the maintenance of his 
social prestige: it is the extravagance not of an agriculturist, but of an 
aristocrat. 

00. It is Mr. Moreland who is responsible for the statement that 
the Indian peasant “has no will to live Iietter,” though he admits that 
the inhibition is wearing thin in the conditions of recent years. The 
truth, however, is that tlic peasant has his own ideas of what constitutes- 
iH'tler living, fknne, like the Kiinni. prefer to utilise their surplus in 
increasing their income by moneylending, or in acquiring fresh land. So- 
fur. at all events, they pri'fef an iiu-ivasc in material wealth to an 
increase in personal comfort, though the latter may come when their 
ambitions are satisfied. But most low castes that are prospering be- 
gin to ape their Ivtters. They {pve up their low caste customs; they 
prohibit, for instance, the re-raarrioge of widows, abandon the use of 
intoxicant-s, reduce the age of marriage, pay Brahmans large fees to- 
serve their rites, and increase their expenditure on marriages and oth«' 
social ceremonies. Finally, they advance a claim to be descended from 


(*i) Ben Mukrrjee’s Rural Beonorng of India, pigeii 6 and 80; Agricnltnnl 
rnnimiaaion’a report, paaoH 43*2 and 490, qiiok'ni; Mr. W. H. Moreland. 

('*) The peaaaiit neknna five (pwd >'e»re in ten : the expert eeonomist rednxie 
aevfii in ten. See eridence of l*rufc««or C, P. TIuiuiiMHm in Vnl. TV. 

(") See above paragraph Sd for .the Arakh : and Kvidence, Vol. II, p. 281. for 
the Chnniar. 




aQine highor group of castes, the Braluiian, the Chhattri, or the Voish. 
To such castes better living means social position, not solid comfort. ("t 

01. In proof of these assertions, ^ may quote the Jat and the 
Kurmi, in praise of whom our witnesses have much to say. ‘‘The 
Jat takes a high rank amongst the cultivating races of the province. 
He is simply a slave to his farm .... He never dreams of 
taking, any service except in the army, he is thrifty to the verge of 
meanness and industrious beyond comparison. If his crops fail, it is 
sheer hard luck .... His fault is quaiTelsoniencss; and in litiga- 
tion he never knows when he is beaten.*‘(*') As in litigation, so in 
agriculture, — he never knows when ho is beaten. He spends his life 
in quarrelling with nature. The Jat never says die : according to the 
proverb, "Jat mara lab janiye jah terahwin guzar jae" (never be sure 
that a Jat is dead till the days of mourning for him are over). 

As for the Kurmi, he is even more canny in money matters than 
the Jat, though less quarrelsome. A^airt from that, there is nothing to 
choose between them. " Tlie Kurmi is always planting, whether hia 
crop lives or dies.” 

And there are many other agricultural castes that are well nigh as 
good as the Jat or the Kurmi. 

92. TPe peanant’s ignoratwe . — ^Tliere is, therefore, little wrong 
with the iH'iisam's chiinicter. His mental i<|iiipmeiit, lum’cver, leaves 
much to be desired. He has a certain native shrewdness, and the most 
cunning moneylender cannot easily decenve him. But he is wholly 
ignorant of many matters of great iinfMwlance to his own well-being. If 
be does not improve his methods of cultivation, it is because he does 
not know how to do it. If he has not the will to live better, it is 
because he does not know in what better living consists. If ho submits 
too readily to temptation to misuse his credit, it is beennse he has never 
been taught how to use it. .And being wholly illiterate he cannot 
acquire this knowledge for himself. Indeed, he has little interest in 
affairs outside the narrow rural circle in which he lives. His conversa- 
tion is mainly of the crops, of food, and of money. His only amuse- 
ments consist of a religions recitation (hatha), an occasional itinerant 
show, or a visit to the neighbouring bazar. His only intellectual exercise 
is taken in the mazes of the familv lawsuit. Thoix^ arc, however, 
signs that in present conditions the scope of his interests is beginning 

Tlia Hettlflincni Offirer cif Rm Bareli «n.*prirlii that the pmapenjaii market gar- 
dening caatee (Kachhi and Mnrao) ot that diatrict are aping the hitrh raaicM in the 
matter of aociad expenditure. See aho Cenimff Report, 1911, pngeR 922 and 820, and 
C^ana Report, 1021, page 151. Similar leqncata with reference to the Cenaiia of 1931 
ana already coming in. 

(”*) Crooke'a Trihea and Catieti of the K.-W, P. and Oudh, Vol. Ill, page 40. 




to widen, mid now cmbra/^es matters to which ten years ago he was 
entirely indifferent. For iiiritarice, politid.ins tell us, undoubtedly with 
truth, that he is now curious of political questions. That is all to the 
good, for if he is prepared to give thought to public atfaii's, he will pro* 
bably {wy more attentiim to bis own private affairs. And when he doe<?. 
it is impossible that he should remain satisfied with their condition. Tn 
a word, what the peasant most needs is education, — not merely in tlie 
narrow sense of literacy, but in its broadest sense, the development of 
mental piwers, — education, and a little of that “splendid discontent,’* 
which is the first step in the pntgress of a man or a nation. 



CHAPTER in. 

OBmRAL DBSOlOPnoil OF BXI8TINO CBBbIT AOBMCUS. 

03. It is impossible to give a coherent account of the credit qrstemr 
of the United Provinces; indeed “system,” in this connexion, is a 
word misused. Numerous forms of credit transaction are practised, 
most varieties of credit agency are represented. Yet it is impossible to 
assert of any agency that it condnes itself to any particular type 
of transaction. The petty moneylender of the Wllage often has 
his dealings in the town, the financial magnate of the town does 
not disdain at times the petty operations of the village. (*) 
Again, there are few moneylenders, from the wealthy shroff to the rund 
bania, who do not combine with money lending some other line of busi> 
ness, which is often the more im|)ortant of the two. “They are grain 
dealers, general merchants, commercial agents, brokers, goldsmiths, 
jewellers, land-owners, industrialists, and traders”, (*) — notably traders in 
cloth and cattle. And the professional moneylender has amateur com- 
petitors. Landlord and tenant, |)ensioner and petty official, lawyer 
and priest, even the landless labourer — Prahman, Rajput, Kiirmi, 
Kniri, even Ahc (Ihainar — anyliody with sfiare cash seems to prefer 
usury to any other form of investment. (*) Adapting Sir Alhed Lyall's 
famous phrase we can fairlj' describe the credit system of the province as 
-‘a tangled jungle of disorderly transactions.” Nor is the task of descrip- 
tion made easier by the fact that the terminology of creilit is as indeter- 
minate as the thing itself. The village usurer is known by various names 
in different parts of the province — bania, mahajan, sahukar, bohra, 
beopari , — all of which are used elsewhere in other senseR.(^) And in 


(*) For iDBtanca the BoKiogie of Luicknow and the wealthy mcrehonte of Morod- 
abod lend money in the niml tmctii of neifrlibonring dietrictB. 

(*) L. C. Jain, Indigenous Banking in Indian p. 43. 

One small villege of 331 inliahitinte ie reported to owe money to 60 individual 
■Miii^lendeni, of whom only eight were profemionaln. There were eleven landlordf, 

twenty teuuuts, four ufficialfi (patwarU and fichooImaBtere), five (raderti, Bevcral laltfinreia, 

a -foqir, a prieBt, a pleader, and Government. In anetther village one of tlie moneylcndon 
woe a deity who«e shrine wair in the locality. (Evidence, vol. IT, p. 340).^ . 

(*) As moneylending is so often a secondary nccupfitirm, it is perhapa 

eignificant that of the various terms for moneylender, only one originally carried thoit 
meaning— bo/ire, a corruption of beohara, which means lender or creditor. Bania maam 
tinder, ahopkeeper. Mahajan means literally “a great man" : thence through the moaninga 
**wortby of erwit*' and "posBessing credit" to banker or merdiant. Sahukas (vulgarly 
MNscar) meant first hon^, than solvent, then merchant, trader, banker. Bsspan 

(baipari/ vyqpari) means a tradesman. Banta was long used os a f***® 

•Q sorts of trodsfsrit has been replaced in tbie sense by the older w^ 
is fseogniaed os a coete in weetem distriete, wbidi daim Bralminicel deeeeiA 
Maha/an has elsii been wed by sdine ss a caste name, nsiwlly the lower (non-YsiBh) 
trading eastee, aiidi os Xolwan. 
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Umm drenmgta n eeg it appears advisable, at this stage, merely to dsscil^ 
the existing credit agencies one by one, without attempting to correlate 
them or their activities, or to classify them except in broad groups. 

A. — Rural credit agencies. (]) The professionals. 

04. The village moneylender . — The village moneylender, or hania, 
as he is most commonly termed, has existed in India from time 
immemorial. Traditionally moncylending is an occupation appertain- 
ing to the Vaishyas, the trading, commercial and industrial class of 
ancient India; but from an early date this Vaishya preserve was invaded 
by members of higher gronjis, who preferred wealth to social position. 
At the present day the moneylender may belong to any caste; Brahmans, 
Rajputs, Khattri.s, Telia, Hulwais, Kalwars are only some of those 
mentioned in our reports, with Vaishyas of divers groups and diverse 
ataiidiug, from llic {Motid .Agarwul to tlie humble Kandu. 


96. l^or many centuries the bania tribe has borne a bod name for 
rapacity and meanness. Rustic wit is responsible for many a sarcastic 
proverb at their expense.^''') Tavernier, MiTiting about 1660, says of 
them that “they are so subtle and nimble in trade, that the Jews might 
be their ’prentices." .And in |'•opular opinion they have not improved 
since Taivcrnier wrote. But there is ample evidence before us to show 
that popular opinion, as often, exaggerates. Says one witnessC), "the 
village muiicylender is often described as a vampire wlio sucks the 
blood of the cidtivutors, hut in fact he is not altogetlicr the bloodthirsty 
<a«ature which he is {tainted." He is certainly no philanthropist; his 
object is to make money, aud he is not always particular regarding the 
means by which he does it. He will deduct future interest from the 
principal before he {toys it; he will debit his client with all incidental 
ex]tense8. Ho will cause an illiterate borrower to put his thumb-impres- 
sion on a blank form, and subsequently fill it up with a sum in excen 
of the amount actually lent. He charges a rate of interest which is 
always high and often extortionate, and campounds it at frequent ivter- 
.vals. Nevertheleto his prosperity depends on that of the peaaaatry 
W^om he finances; it is not to his advantage ta see a client ruined, and 
wben oooaskm arises he can and does riiov^ leniency. He vnll not, for 
inatonoe, use his bandnlent bond unless the dient by his oontumax^ 
finees him to go to law. Again, if his debtor is prempt and punetnal 
in repayment, he will often allow him a rebate of interest when the 


n “AmiB «Mr» fsa, ika§ men sa/m" : The robber el^ etnagn 
Ui Monas. bmis aiit, «• bwwe <««" : A tdeoUtf bsnta is ss cessro m 
coutsssa. f'A tsiiMi gees in like a needle ena eones ent Hha a s««d.*^ 
Vfefrfe <tf Jadte, MU. pages Sll— 8U. 

(•) BvMeaoe, wl. n, p. 999. 


I, tbs beais 
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See BUirr 
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accost Js finally closed. Meantime, it is to him that the needy peasant 
tnriii for help in every trouble. It is he who lends him money for his 
rent, und so saves him from ejectment. In the best of years there are 
always two periods when the small cultivator's stock of food runs short : 
it is the bania who provides him with the means of subsistence. It is again 
he who finances the marriage ceremony and the lawsuit ,—000 almost us 
inevitable us the other. It is his capital, constantly revolving in its own 
narrow circle, which brings crop after crop to the threshing floor. lie 
is indiqiensable in the economic life of the people whom lie serves, and 
the people know it. "The {leasant always shows n great regani for the 
yillage inoneylciider."f^) Though they may gird at him. yet (hey 
prefer his methods to those of either govermiient or co-opt<rative socidy. 
He does not keep the Iwrrower waiting for his money till the time for 
its profitable s|)eiHiitig li,is jHissed. He docs not press for repayment 
at due date, if lie knows that such re[Niyment is inconvenient. He does 
not conduct embarrassing inquiries into his client's haiitiyat (financial 
condition): for what it is worth, he knows it alnNidy, and the clement 
in it to which he attaches most imiiortancc i.4 the client's reputation 
for prompt .and regular payment. (*) Though he may hold a lien on 
the standing emp or the unlKirn calf, yet if he cun rely on his cliejit'a 
honesty, liia bond liecomes for him little nioit* than rollnteral swiirity, 
to be used on A' if he finds that his reliance is misplaced. 

96. In short, the village moneylender is an indispensable element 
in rural life. — an element that is often ex|ieiisivi> and somctiineM dan- 
gerons, but always necessary. Should he withhold credit, as under the 
stress of circumBtiiiices he sometimes docs, then widespread distress 
quickly follows. When the village moneylender draws tight his purse- 
strings, governmeiit must ojhoi test w’orks.^*» 

97., Tlie village nioncylender fulls into two nliiKscs; the differences 
between them are of sufficient im|)ortancc to w’arrant separate description. 
To the first we have attached the label bania: to the second the label 
fnahajan. 

98. The village bania . — Scattered up and down the countryside 
there are to be found petty tradesmen, — dealers in grain or provisions, or 
keepers of small general sliopa, — who sell goods on eredit and also lend 
money in small sums. They generally belong to one of the lower Vaish 
groups or to such castes as the Teli, the Kalwar or the llalwai. Their 
capital is small, rarely exceeding a thoosand rnpeea; and their 


(') Bvtdenee, wfl. II, p. 390 . 

P) TImm an tba oignmenta and npeatealy to laqdaiB the nopapniarity bntb of 
fttmi and eo^ipmtm loeiety'a louw. 

(*) Pneiaely thh attoatioD baa ariacn in tba Mnttn diatciet. 
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tonsutionB are to niaCch. Their fortunes and those of their clients an 
identical. In a good season their dues are promptly paid, and eli^t 
and creditor grow ptoeperous together. In a ;bad seajwn th^ dues 
remain unpaid, and creditor and client alike must tighten their belts. 
This community of interests produces a fellow-feeling which reflects 
itself in their busioess methods. They rarely trouble tbeinselTes about 
aecurity; their security is their personal knowledge of their clients 
Many, possibly most, of their loans are of the kind called dast garda 
{qarza) nr Itath udhar, in which there is neither document nor witness,, 
and the lain is granted on a simple promise to repay, sometimes backed 
by an oath. (") 

99. The transactions of so small a capitalist are necessarily small.' 
The nature of them is apixirent from a curious document reproduced in 
one of our s)>ecial rcimrts.C') This document . is a statement of 
account rendered by a village bania to his client covering a rabi season 


from seed time to harvest. ('‘) 

It 

may be summarised as 

follows 



Dkiizt 


a. 

P. 

CiiKMi'. 

Ra. 

a. 

P- 

Oftih (1) inJrarfift •• 

•• ® 

0 

0 

Cash .. •. 

.. 10 

0 

0 

(S) in Phaguna. 

0. 7 

0 

0 

Qrafn (btjhar), value 

.. 10 

8 

6 

(8) at Jloli and 

other 



Qhif value 

0. 1 

0 

0 

faatiirala .. 

.. 9 

0 

0 

Uee of oart, value . . 

a. 3 

8 

0 

Bead (1) \vlioat, \a)ue 

.. 11 

0 

0 

Pair of thoefl, value 

0. 1 

i 

0 

(SI) Kiam. value 

0. 1 

8 

g 

Fodder, value 

.. 1 

4 

0 

Wheat at Jloli, valno.. 

.. fl 

5 

0 

Caitdhi (?) (^*), vnluc 

0. 11 

0 

0 

Bn^r at JToli, value • • 

.. 1 

0 

0 





Cloth for garmciitfl, value 

.. 11 

V 

0 





Total (no) 

.. 41 

8 

9 

Total (jic) 

.. 89 

9 

T 


I'liis iiccoimt <;learly relates to the otrasional borrowings of some 
cultivator for various needs, both agricultural and domestic,— 
a man of some substance, since he possesses a bullock cart, and, 
as is shown by his frying part of bis debt in ghi, at least one milch 
cow. It is a running account : the cash debit of Bs. 21 was taken in 
seven instalments varying from one to six rupees, whilst there were 
four purchases of cloth varv'ing from thirteen annas to seven rupees.' 
The debtor begins his rabi season by borrowing seed of two kinds to the 


P*) li. C. Jsia op. eif, paps 63. 

C) Evidence, vul. II, p. 868. 

P*) Kartik S' PAoitnii 196* Sambat, eomepcniling with October, 1997 to Xsnii, 

1998. 

(*■) “CmAi" ia tepnidneed from the wpaat. It is an impossiUs wort, which 
aasf ooBcasl chandf (sihrer). kandi (eowdiwf fuel), or kandki (a kind of neeklaea). 



T^ue of Bs. iIi2-S*9 (the only single transaction which raus into taw 
Qguras), And Bs. 6 in cash; in Phagun, with harvest at hand, he borroara 
another seven rupees. Meantime, he has replenished his wardrobe to tho 
extent of three sliirts,' a dhoti and an augoehha; and in celebrating the 
Holi and other festivals has given rein to his extravagance at a cost of 
Bs. 12-54). It may further be noted that this account lontradiuts the 
popular idea tiiat os between a literate moneylender and an illiterate 
client the advantage is always with the former, because he keei>s the 
account. For both the totals are wrong; they slmnld be Bs. 48-6-0 
and Bs. 38-8-6 respectively, and both ernm are in favonr of the client. 
Again, whereas a bigger moneylender would goncrully refuse payment 
except in cash or, if he has lent grain, then in grain jof the same kind, 
this batiia has n(‘co{>ted payment in all sorts of cominoiliiies, including 
grain of a much cheaper kind thmi the kind which he lent. (**) And 
finally, all save the cash transactions are obviously rather credit pnrehosea 
than loans. In short, the village hania is quite as much a tradesman ns a 
moneylender. 

100. The viUage inahajaii. — ^Tliq village mahajan is in every way a 
much more important man than the village bantu. Firstly, his 
business is on a much larger Rt«le; he {lOBsesBes greater resources; he 
deals in bigger aiiioiints and has a more nuDjerous clientele. Several 
instaiKres arc montiuned in our regions of individuals whose capital 
reaches and oven exceeds half a lakh. Secondly, the mahujan’s 
transactions are loana in the u>rr(«t sense of the word, and not sales 
on credit. He lends money or grain, and demands payment in the 
same commodity. Thirdly, all his transactions are governed solely by 
business firiiici[ileK. The amount which he w'ill lend, tho interest which 
he will charge, depends entindy on the MMiurity olTcred to him, and he 
does not allow personal considerations to affeert his judgment. If he 
shows leniency it is ns a matter of business, for it is not to bis interest 
that his client should be mined. Many of them are masters of all the 
nsurer’s tricks, and practise them whenever a suitable opportunity 
ai^B. The mahajan usually operates in a definite area, where he is 
well known, and which may vary according to his circumstances from 
a group of villages round his home to one or more districts. He is 
also apt to restrict his dealings to a definite clicnt&le, as is nattiral, 
since he relies no greatly on his personal knowledge of his clients, 
Talfw the hania, he may be of any caste. Our reports mention, amongst 
others. Bastogis. Brahmans, Bohras, Bajputs, Telia, and even Chamors. 
The sixe and to some extent the nature <rf his transactions vary with 
his financial status. Whilst the smaller man will deal with anybody 

^ Btpur it s nixtan of gniu. wbMt. barley, gran. aamethiMa alao paac 

4 
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according to his means, some ot the larger restrict their dealings to the 
landowning classes, principally because the landlord can offer sound 
. security in the shape of his land. It is this fact wliich accounts for the 
existence of landlords who were originally mahajatu, but acquired 
inx^rty by selling up their debtors. Nerertheless, the acquirement 
of landed property is less often his object than it is in the case of some 
other classes of moneylenders. His loans he regards solely in the light 
of investments, and it is tliis fact which explains his reluctance to accept 
payment of a debt in instalments, since such repayment would reduce 
his income and fnit him to^tlie trouble of finding a fresh investment for 
the money thus repaid. His jxiiiit of view in this matter may be 
unprincipled, but it is certainly intelligible. (*') 

101. The importance of the mahajan in niral life varies in different 
parts of the ]>roviitce. In Basti, for instance, tlKMigh there are village 
banuu, there apfieor to be few professional moneylenders of sufficient 
importance to l)e <daHsed us mahajana. They are also comparatively 
unimportant in the hills. But over most of the province their influence 
is great and their operati<His extensive. In Bae Bi^^li, for instance, 
the mihnjan has provided nearly 60 per cent, of the total debt. 

102. The mhukar. — The bnsiiiess of both bania and mahajan lies 
ontirely in the country. Their clients are villagers; they deal in 
agricultural produce; and they themselves live, almost always, in some 
village or country town. There is, however, a third class of rural 
tnoneyletider, whose rural transactions form only a part of his business, 
and who is, in every sense, essentially a city man; and, as compared 
with the average mahajan, a financial magnate. To this class of money* 
lender we have attached the label of aahukar. His rural transactions, 
for the most part, take one of two forms. Firstly, he is prepared to 
advance money to landlords on the security of a ramigage lof their 
landed property, which mortgage may be simple or usufructuary; in 

. the latter case the property is often leased back to the mortgagor. 
And secondly, it is he who finances the nutfutjan when .he requites 
accommodation. Being a big man, he deals as a rule only in big sums, 
but there are some sahukars who do not disdain relatively petty transae- 
tions. His rates ot interest are comparable with those of joint-stock 
banks : they usually lie between 6 and 12 per cent, per annum, but ue 
occasionally as low as 4^ or as high as 24, according to the eecurity 
offered. But a low rate of interest on a mortgage often mdiraitea that 

('*) One is rsaiiadsd of Lomirs liaas— 

"I don't boiim in prinenide, 

Bnt, oh I I dN in iateistt,'* 
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the moneylender's primary object is to set’.iire the .land, lu some dis> 
tricts in the west, sahukar is the name given to u rluss of village 
mahajam, who work on a system of their own. — one man, one uioney« 
lender. This type of tahukar contracts with his client (atami) to 8Uiq[>ly 
him with money or grain from time to time iw he needs it, whilst the 
client contracts to deal with no other money tender. 

103. The peripatetic nioncyletider . — .\s we have seoiii the village 
moneylender, whether bania oar ntaltajan, usually confines his transac- 
tions to a definite tract where he is well known, and to a definite 
clientele whom he knows well. But (here are also nioncyicndera who 
wander about the countiy seeking custom, and will dt'ol with anybody 
whether they know them or not. Some of these iM'ri})atetic usiirera. are 
reai>e(*hible enough : others are dangerous miisances. All alike are 
rapneions in their dealings. 

104. The qhttrala. — The most important of these wandering 
moneylenders is the qtftlteala or qistia, who in the western diatricta 
also goes by the name rahtiira/a. in ()odh by the name ugahitpala, and 
in the eastern districts by the names kundiwala or tharakhar. He 
works a syatem usually known as qist or ugahi,V*) both words meaning 
"instalment. ” Tlie oldeat and atill the most common form of ngahi loan 
is one of Its. 10 repayable in twelve monthly instalmonta of one rufiee 
each, whicn fact aupplies a sufficient explanation of the qrstem itself. 
Iteeently, as (he result of euinpetition ainongat (he Tiiicknow uifahitealas, 
the number of instalments boa l.»een reduced from twelve to eleven. 
From accounts given by writers on ethnologyC) it aeems posaible t-n 
conjec'tnre that it was originally invented by the TVilira fraternity of the 
north-western districts, who still carry it on, though they now have many 
competitors. 

The business is most fully organised and most widely spread in the 
west of the jKovince, where it is mostly in the hands of a group of Bnhna 
residing in Moradabad. Their agents roam the country to collect 
instalments or make fresh advances, aa far east as Lucknow, as far 
west as the Jumna, and even across it into the Punjab. Flaewhere 
this qiatbandi busineas is handled by all sorts of moneylenders, 
liotb in town and country, or by wanderers such as the Kabuli and the 
Haihia, presently to be described. It is, in fact, prevalent in almoat 
every part of the province except the hills, and is growing increasingly (**) 

(**) Otbtr DsmM are heraj (tnBe ) : rshst, Mktf (water wbaal— from tbe ‘‘remlV' 
ing" nataia of the traaaaebaBa). 

(") 8ae Cmoke, "Ttibu mad CetUt e/ Worth- fVa«(eni Proataew and OtM." ». *. 
BAra Aaothor aane for Bohra ia Rahti. The Bdnraa daim to be FbIHibI Osk 
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popular. Its Bcope, too, has been enlarged; whereas it was restricteo 
in the past to the petty ten-mpee loan already mentioned, it is now 
'extended to multiples of ten rupees, and a loan of Its. 200 is not un- 
oranmon. 

105. The profit that accrues from tliis qiatbandi business is 
enormous; on the ten-rupee loan, for instance, it works out at 44*44 per 
cent, per annum gross, and after allowing for bad debts and other 
expenses can rarely be less than 25 per cent. But the burden on the 
debtor is none the less light : for he can obtain as much money as he 
is likely to want, and repay it in small instalments that cause him no 
trouble. Apart from that, the loan is made to him, and the instalment 
collected from him, at his own door. The pt^lority of this type of 
loan is not surprising. 

100. The KahulL— “The Kabuli is so called because he is almost 
invariably a luedatory visitor from Afghanistan and the frontier. He 
lends money to the unfortunate {xmr, either os an ojteration by itself, 
or tempts his victims into buying his wares, generally cloth. In 
either case, having gut them into his toils, he is an usurer of the worst 
typo, and is all the more dangerous by reason of his truculence and 
readiness to resort to for(‘C."('*) Tliis remark quoted from the evidence 
of the (Tpjter India (-hamber of Ctniimeit'e kuiiis up the general opinion 
regarding these M'uiideriug niOians. They are known indifferently by 
the iinnies Kabuli, riinjnbi, Miiglml and Agha, the last being an 
honorific title meaning “master." Their primary business is dealing in 
cloth, but they also make small loans in cosh, principally to those who 
find it ini)H)ssil>le to Ikmtow money from anybody else'. They cajole 
coerce the villager into buying cloth or talring a loan; in the fanner 
case they refuse to accept immediate payment, even if it is offered, and 
then go on their way. returning some months later to collect their dues. 
If the debtor fails to satisfy the Kabuli at once and in full, tlien the 
gang proceeds to -take strong measures. Until a debt is paid, they 
will |)ickct liis house, prevent either him or the other inmates from- 
leaving it, coiniiel him to feed them, and intimidate him in every possiblfr 
way. On the slightest {irovcoation they will aesault him, for ae one 
witness says, the Kabuli's only argument is his cudgel. Recently 
in the east of the province they have taken to something like the 
qigthondi system, advancing Be. 4 or multiples thereerf at seed time and* 
realising Rs. G at harvest. If the mon^ is not paid when demanded 
they charge penal interest at the rate of two pice per mpee per day. 
The villagers hate and fear them, thoogfa they are rarely strong enonc^ 

(«) Evideiiee, toI, IV, p. 45. 
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to renst them; oue ialuqdar hat> forbidden them to enter hie estate and 
made himself responsible fur any debts due to them by his tenants. 

107. The Harhia . — ^The eastern districts are overrun by gangs of 
-wandering usurers from Bihar. These folk are known by tlie name 
Harhia (also spelt Harha and Haria). They lend money in small sums 
and, according to one witness, also deal in cattle. They, like the 
Kabuli, lend money or sell their animals, and after some months return 
to demand payment. Their usual rate of interest works ont at 37| per 
cent, for ten months. If payment is delayed, their linbit is to sit 
dhamaO*) at the door of the debtor; in other words, they picket his 
house until he pays. Meantime, they compel all their debtmra jointly 
to feed them. In short, though they are less violent than the Kabulis, 
they are quite as troublesome. 

108. The cattle dealer. — Beopari is a name given to wandering cattle 
dealers. Tliey are mentioned as far east us Purtabgarh and us far west 
as Meerut. They sell their animals on credit. The price is payable 
in four half>yearly instalments, usually at the rate of Its. 150 for Its. 100. 
They also make |ietty loans at extortkmate rates of interest'; for instance , 
for an advance of Bs. 7.5 they will demand a total payment of Its. 150 
in three ha^f-ycarly iiistahiicnts. 

109. Miseellanemg moneylenders — (1) The lianjara . — Tradition 
bolds that the lianjaras were originally the grain>enri'ierH of the Mughal 
armies, and in some iiarts of the province they are still engaged in the 
eanying trade. In the submontane tracts, however, they are grain 
dealers. Tliey urc also the principal moneylenders of the Tarai and 
Bhabar. 

(*2l Brhwan . — It is said that in some purts of the Meerut district a 
new class of moneylenders has arisen, called Behvsari. They are 
butchers by profession, and are riiiich more exacting in their draliiigs 
than the ordinary moneylender. They too demand repayment in 
instalments : fcM* a loan of Rs. KlO they demand Rs. 200 in four bsif* 
yearly instalments of Rs. .50 each, with a penal rate of two per cent, 
per mensem if the payment of any instalment is deluyeil. 

(3) The phrriiraltt . — ^There is a host of travelling pedlars and hawkers 
(.pheriwala) who travel round the villages selling cloth, .opioes and other 
articles. Though they will accept cash payment, they prefer to sell on 
credit, partly to suit their customers, pr.iiC)|)ally to enable them to 
charge higher prices. 


Cl The praeiine of Mittinr dkems m ooninciiictt snonant nrafamaaii, and umslly 
involvct fasting, — witli iIm; inleniion of sfidfiliiig th^ (Icbtor with the sin of m Brahnuin'n 
tatb. ft n practice made ptnisbnhle by tM Tenal (Me. 
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(4) The khandsaJi, or dealer in sugar, in Bohilkhand is also a money- 
lender of great rapacity. His method is to advance to the coltivator a 
snm sufficient to finance his crop on condition that he receives the juice 
after extraction, at a forward rate whach he fixes himself. His rate of 
interest is not exorbitant, but he makes up for it on the price. The 
general effect ot the system is thui the cultivator hands over all his profits 
‘to the khandsali in return for the means of subsistence and the working 
capital required to grow the cane. 

(2) The tttnateure. 

110. Mieeellaneoua uaurere. — In luresent conditions moneylending 
•s tlie only form of investment which is both profitable and readily avail- 
able to a villager who ixMaesses surplus funds; and it is not, therefore, 
surprising tliat the domain of the professional moneylender has been 
invaded by many amateur competitors. There is. firstly, a miseellaneoas 
horde of ^ictty Shylocks, who neither need nor deseiTe more than a 
passing mention. JViiHioiiers, Ijoth civil and military; temple-priests; 
petty officials, such as patwaris and schoolmasters; estate servants, such 
as Eiladtirs; village servants, such as the Nai; Chamar labourers; Muham- 
madan fnqirH , — are all referred to as moneylenders in our re]K)rts. We 
hear little of their methods, but we need not doubt that they imitate all 
the ways and works of the professional, and, at times, improve on them. 

111. The agricuUttrist mmieylmder. — Most of the mahajan’e com- 
potitorr., however, and those the moet important, are drawn from the 
very classes which supply him w'ith the great majonity of his clients. 
Tlie rich landlord lends to the poor landlord, to his own and other 
people's tenants; the rich tenant lends to his own and other landlords, 
as well as to his fellow-tenuiits. The methods of these ugricultnrist 
moneylenders may not differ materially from those of the tnahajan in 
such matters us seciurity. the roiiewal of bonds, the rates and calcula- 
tion of interest; but they necessarily regard their operations in a some- 
what different light. Moneyleiidiiig to them is not always a mero in- 
vestment : it often has an ulterior motive, which may be good or may 
be bad. 

112. The zamindar moneylender. — ^The importance of the landlord 
as a Credit agency varies greatly.. In the first place, over the prrivince 
as a whole the proportion of indebted landlords is not less than 
65 |)er cent., and the number of landlords who can afford to lend is, 
therefore, relatively small. Again, out of that number many of the 
wealthiest can and do find other investments for their mon^. Never- 
theless, it is safe to say that in every part of the province, a substantial 
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|«oportion of the total africnltimil debt is financed by laudltnrds. It 
18 hifrhest in Sub-Himalaya, West (50 per cent.) : over the province as 
a whole it amounts to 40 {ler cent, of the total debt. 

113. Transactions between landlord and landlord ore probably rare. 
If a landlord’s needs are iietty, his self-rcspect will generally prevent him 
from disclosing them to a fellow-landlord. If his needs are large there 
are few landlords capable of supplying them. Tlie landlord who wants 
accommodation will iiivariahly seek it from the professional money- 
lender. When one landlord does lend to another, they are usually co> 
sliurers or close relatives, and the transaction is made rather as a matter 
of friendship than as an iiivestmcnt, — unless, indeed, his ultimate object 
is to extend his landed (lossessions. 

114. But transactions when* the lender is a landlord and the bor- 
row’er a tenant of his own or soiiieliody else’s are common. There are 
landloids who regard it as part of their duty to finance their tenante. 
One important (liidh taluqdar, fur instance, makes a [iractice not only 
of lending froely to his lenunls. but of charging them a low rate of 
interest (1*2 per <‘ent. per aiinutid. But most advances of this kind are a 
pure matter of business; and obviously the most dangerous creditor 
horn whoiii a tenant can borrow is his own landlord, since the latter 
thereliY jfi-quires a double lioM over the former. If a tenant pays his 
rent , but not tlie intm'sf on his debt, a liiiiillord can sue him in a civil 
ccAirt. If tlie tenant imys the iiitcrost on his debt, hnt not his rent, 
the landlord can sue in a revenue court. Worse still, the Iniullord can, 
if he chooses, credit all payiiicitts to the debt and so keep the tenant 
in arrears with his rent, which jHits the latter’s crops in his (siwer by 
distraint, and gives iiim the right to eject him if he pleases. Again, there 
is evidence liefore us showing that riccu{>Bncy tenants have cMVAsionally 
Iteen coui{)elied to surrender their rights in liquidation of a debt- to their 
landlords. There is also one iiislance on record ’from the Basti district, 
where a landlord, being on bad terms witii tw’o contiimncioiis tenants 
who refused to pay their rents, compelled them ultimately to execute 
a promisseny note for the amount of the arrears, thus enabling him to 
proceed against them either in the revenue or civil court as suited him 
best. The landlord in this particular case was himself a profeasioDal 
moneylender, but the practice is probably iio^ uncommon. 

115. The tenant moneylender . — ^Though thirty years ago there 
were possibly stray cases of tenants who lent money, the practice seema 
to have become common in comparatively ^recent times. .\t all events, 
it is now well established in most {Muts of the inovince. The proportion 
of the debt financed by lunants is often coneiderable. In Bodann, for 
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huitaiice, it is put at 48 per cent, of the total, in Bae Bareli at 20 per 
cent., and in Bara Bank! at 26 per cent. In three villages of the 
Benarea district, from which' we have had detailed reports, the advance 
is nearly Bs. 27,000, and 42 per cent, of the total debt. In two Basti 
' villages it amounts tp nearly Bs. 5,000, and 86 per cent, of the debt. 
It appears to be rarest in the western districts. Over the province as 
a whole, it amounts to 14 per cent, of the total debt. 

116. From some points of view the creation of this new class of 
moneylenders is satisfactory. Firstiy, it proves that the tenantry have 
unexpectedly large re8erve8;(“) secondly, it inroves the existence of 
resources available for investment, the existence of which had not pre- 
viously been suspected; thirdly, it means that money which in former 
.days would {M'obably have lain idle, now continues to circulate and to 
. work. But there ore also drawbacks. If a tenant has money to spare he 

would do better to put it into his own land, or use it for some industry 
subsidiary to agriculture. As it is, he is at best putting it into somebody 
' else's land, at worst lie may he putting it into somebody else's lawsuit. 
Most cuminonly, perhaps, he is using his money to ruin a neighbour. It is 
the tlirifty and skilful tenant who can save money for investment; it is 
the thrifty and skilful tenant who desires to acquire land of bis own or to 
extend his holding; and land hunger drives him to courses that ciinnot be 
commetuled. He will take up a mortgage on some indebted landlord’s 
proiierty, in the hope that it will some day come under the hammer and 
fall into his hands; more, we have evidence to sliow that he will even 
run into debt himself to enable him to take up such a mortgage. Or he 
win lend a fellow-tenant money on a usu&uctnary mortgage of the type 
which becomes effective by a sublease, and thus secure the debtor’s fields 
for himself for the legal period of three or five years. And, to effect his ob- 
ject. he will not hesitate to use every trick of tlie mahajan's trade. In fact, 
after tlie Kabuli, the tenant in search of land is the miost merciless and 
exacting of all usurers. The }nactice does not, as so often alleged, 
result in ineflicient farming. On tiie contrary, since the mortgagee 
is obviously the better man of the two, tlie change is often advantageous 
so far as the land itself is concerned. But the advantage is Ixniglit at 
tbe cost of somebody else’s ruin, of much suffering to somebody else’s 
family, tiud often of bitter ill-feeling. Incidentally, the mortgage of an 
occupancy holding, except in certain restricted areas, is entirely illegal. 

117. Most agricnlturist moneylenders seem to belong either to tbe 
Brahman or the Kunni caste. The fonner are principally landlmds; (**) 


(**) Th«w sK not aeeesrarily derived from •■rrMidiuye. See Chapter I, paraa. 81- 
89 and 67-6S. 
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the latter principally tenants. The Brahman, of oonrse, haa a anb« 
sidiary income, apart from the proceeds of his farm, in the shape of his 
caste and priestly dues; whilst instances are recorded where the capital 
used by Bralunan moneylenders has been (inherited from relatives who 
have been successful in other walks of life. The Kurmi is by far the most 
thrifty and one of the most skilful of all cultivating castes. Mwe than 
one report has much to say of hia good qunlitiea. His own indebtedncaa 
is generally small. In the five districts for which we have returns from 
settlement oflicers as many as 67 per cent, are entirely free from debt.C) 
He generally haa money put by at the end of a year. He has hia 
ambitions, which are always in the direction of acquiring additionnl land. 
It is reported from one registration ofiice in the Baati district where the 
Knrmia are fiarticularly K<<oiig in number, that of the total sniu which 
passes from lender to borrower in.o oertnin tahgil, the Kurmi csontributes a 
full half. Other agricultural castes mentioned as lending money are the 
Koiris, Muraos, Aliirs and Bajputs. Tlie Koiri and Murao are both 
market gardening castes and make large profits. The Ahir is aliiuwt 
as skilful a cultivator us the Kurmi, and generally has the advantage of 
a subsidiary occupation in dairy farming. Rajpnt moneylenders lire 
usually landlords. There arc many rich Bajputs in Oiidh, hut as, 
thanks to hi| extnmigant hnhits and careless cultivation, the Bnjpnt is 
probably the most indebted of all castes, the volume of Bsjpiit looney* 
lending cannot 1 m large. 

J3. — The link hetireen country and totrn. — Marketing agencies. 

118. The heopari. — ^By the lime when the cro)w are on the thresh- 
ing floor the farmer is usually in urgent need of money. His agricultural 
debt is at its highest; his rent is due; quite possibly he has had to 
finance some social function or religions ceremony. And both his money- 
lender and his landlord ure impatiently awaiting |Miymcnt. Were he to 
market his produce himself he must lairmw anew to pay the cost of trans- 
port; and, since he cannot satisfy his creditors till he has himself sold, 
additional interest would accrue on his old debt. As a rule, therefore, 
he prefers to sell on the sfiot to a middleman. It is only a well-to-do 
fanner who can afford to wait for his money, or an nnuaually enter- 
prising one who ever tries to market his crops himself. This middle- 
man is known everywhere as the benpari. He may be a grain-dealer 
from the nearest mandi. He may be a local trader or mahajan. Very 
occasionally he may be the agent of some wholesale grain merr/h'int. 


(*') Evidenw, vol. H, p. 7. 
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But, 8S often as not, be is Mmself a farmer, tenant or small* landlord 
who makes use of his bullock curt in this wny to supplement his agricol- 
tunil income. He is then known as a Inrhitran (cartman). Kurmis, 
who rarely miss an opportunity of making money, are said to be parti- 
cularly active in this trade. Here, as in the moneylender’s business, 
we find competition between professional and amateur. 

119. The beopari, after examining the heaps cd grain and the inevit- 
able bargaining, settles a price with the farmer. In this he is assisted by 
the taulai”) (village weigbman) , whose business it is to know the quality 
and quantity of grain t^t every cultivator has to sell. He generally 
pays the full price at once : sometimes, however, he only pays a part 
of it, and tlie test after he has himself sold. 

120. The beopari is often alleged to be a dishonest scoundrel who- 
takes advantage of the rustic’s ignorHiu*.e to cheat him. The allegation, 
no doubt, is sometimes tnie, but not invariably. The Indian cultivator is 
not always so easily cheated : he knows well enough what price he ought 
to receive, and is quite capable of calculating wliether it will pay him 
better to ac^rept the beopari’s ofFer or to market his grain himself. 
The b'eopari's main advantage lies in the fact that the farmer wants 
money, and wants it quick. And it is fmm this that his profit is 
mainly derived, together with his sitecial knr)wledge of his busi- 
ness, which enables him to effect economies which the cultivator would 
fail to secure. 

121. At the beginning of the chapter it was pointed out that there 
ore few moneylenders who do not combine some other line of business 
with moneyleiiding. hlore int|iort<int. him'cver, than the mere fact 
of rauibinatioii is the fact that the two lines of business are often inter- 
connecttHl. At this stage it is advisable to pause and re-examine the 
rural credit agencies from this point of view; for as our survey passes 
from country to town the iiiter-coiinexion becomes mom and more im- 
portant. 

122. In this respect the rural credit agencies fall into several 
gronjw. — 

(1> Credit agcm'ies trith onlp one rural h'nc of busineas, apart from 
agriculture. — Tliis group includes (ui the qiatwala, the aahukar and the- 
banjnra who have other lines of business, but exercise them only in the 
town^ (b) the behtpari whose second profession is that of butcher; (c) 
the miwfellaueous auiateur usurers mentioned in para. 110 who all have 
secondary occupations, but none of them connected with trade or com- 

F”) A village aervant apikiiutrd by the tMmindar, He "ie generally an honeet 
BUSI, at St lestt Bopposed to tw ao by the aamioder who sppointi him.'' EvMmmb, 
vol. n. p. 965. 
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meilte; (</) the ptieriicala who has only one Inisiness; (r) most zamtndar 
moneylenders, namely, the richer men who would rej^ird trade of any 
kind 08 a decoding occupation. 

(2) Ageneieg with two credit lines of rural business . — ^The ty^ies 
of moneylenders who fall in this group arc (a) the village bania, (b) the- 
Kabuli, (c) the Harhia, (d) the cnttle>deuler; all of whom both lend, and 
sell dome article or another on credit. 

(8) Agencies that deal in rural credit and urbtin trade in rural com- 
modities. — ^This clasB consiste of (a) the niahajan. (h) the tenant money* 
lender, (c) some SMmindar money lendcrH, witu all follow the trade of 
heopari. 

These classes, of course, are not almolutcly definite. For instance, 
there are, no doubt, tenant moneylenders, who are not also beoparis, or 
harhias who do not sell bullocks. Nevertheless, it is clear from the 
statement given above that a large majority of all mral credit agencies 
are engaged in some other form of business, which itself is either directly 
or indirectly of a rural character. 

123. The arhatia. — Many of <inr witncRscs have referred to the 
arhatiu.C^) but few have described his fiim-tiona. Moreover, such 
evidence as we do ixissess is conflicting. Yet, as he is one of the most 
important^ links in our chain of credit ngrmcies, it is necessary to discuss- 
his activities at some length. 

The word arhatia means “coinmission agent” and all witness* 
es agree in attributing this character to him. They differ, however, 
respecting the precise nature of the agency. 

(1) The Upper India Chamlfer of Commerce tell us that his original 
function was "commission agent in the town of the village tnahajan."(**) 
As such, presumably, he fulfilled a dual rfile : he would act as 
intermediary between nuihajan and sahukar when the fonner required 
financial assistance, and also sell the mahajan's grain for him. 

(2) From Hathras, we are told of two kinds of arhatia. The first, 
known as kaeheha arhatia, is a mere go-between, whose sole function is 
to introdnee the beopari to a purchaser, and to arrange a Imrgain between 
them. He never buys on his own account : he is' a middleman in the 
most literal sense of the word. This manifestly represents a develop- 
ment of his wiginal function; instead of working for a particular mahajan 
or mahajans, he has become indeiwndent, and competes with his fellows 
for the beoparVs custom, on which he establishes a claim by advancing 
money to him. The secoitd, who is called pakka arhatia, is a true 
I'ommission agent, the accredited local representative of some whole* 
sale firm in a distant centre, who buys (and sells) in his own market on- 

(**) Alfo gpelt aihtiya, arhaiiffa, arhii, 

(**) Evidence, v»L IV, p. 44. 
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that finn’s behalf. It follows, of course, that the purchaser to M^om 
the first type of arkalia introduces the heopari may be, and no doubt 
often is, an arhatia of the second type. The great difference between the 
two is that the katthcha arhatia’a object is to sell dear, and the pakka 
crhatia’a object is to' buy cheap. This system is obviously dumqr and 
wasteful : there is no possible reason why the beopari should not deal 
direct with the pakka arhatia at the local groin dealer. (**) 

(8) The pakka arhatia is common everywhere; most large whole- 
sale firms have rejMiesentatives of the kind in all principal distributing' 
centres. Nor are tlieir functions confined to mere buying and selling: 
it is they, for instance, who keep their constituents informed of fluctua- 
tions of prices. (**) In other trades than grain they never buy on their 
own account. But the grain arhatia does; or possibly it would be more 
correct to say that the same man is often both dealer on his own account 
and agent of aome foreign firm. It is this which explains a somewhat 
loose use of the wonl arhatia found in some of oiir evidence, as meaning 
the wholesale trade generally. 

(4) Other witnesses describe the arhatia in terms which suggest 
that he is a commission agent for the retail trade. 'We are told, for 
instance, tliat retail cloth dealers buy their goods through the arhatiat 
of Bombay and Delhi. In this case the arhatia, as siich, holds no stock 
of goods, but o|iemtes solely on the ac<v>imt of others. 

As it is important to make clear the position of the arhatia in the 
general credit system, we now pr(x*eed to give a- brief account of his 
operations in Hathras, whore they are roost varied. 

124. The beopari on reaching the market takes his r^ares to a 
kachcha arluilUi. He pr<x*eeds to find him a purchaser, who may be some 
local grain-dealer, or a commission agent. For this purpose, he uses 
the services of a daltal (broker), whose special fumtlion is to keep track of 
all pcdential buyers and sellers, and to bring them together. Beopari, 
arhatia, customer and dallal then meet at the arhatia' it stall. They 
proceed to bargain in a curious manner described in one of our reports,(*') 
the object of which appears to Ik* to keep the terms secret from the outer 
world. The process is KiitM>rintended by the dallal. 'Wlien a baigain 
lias at last been struck, the wares are weighed and removed direct to the 
wareluinse of the customer. Before this is done, however, certain charges 

iwo tjrpe* nt arhatia an sbo to be found in tlie Benares markets and 
donbtleM elsewhere. In Bombay, their various duties and responsibilities ban teaaad 
the snbjeet of High Coiurt ruling*. See Bollock and Mnlla’s ladiaa CoatraH Act (1919) 
psgta 709 et atq. 

(**) When t was Director of Civil Supj^ies in 1919-19, s<mie of the Cawnftorc whole- 
nale gnin-dealeis kept me ic^tulnrly anpplM with informatian regarding the prioes tA nil 
the pineipal i^min marheta in I'pper India. This information waa obtained, nanally faj 
wire, from their arhatiaa in thoae markets. (E. A. H. B.) 

(*') Evidence, vol. II. p. 986. 
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have to be paid, partly by the beopari, ])artly by the haeheha arhatia. They 
are desert^ elsewhere; here it w'ili suffice to mention that though 
some of them appear to be legitimate chaiires in the nature of wages or 
tips for services rendered, others, es[)ecially the charitable mr religions 
charges, seem out of place in a business transaction. The kaelufha arha- 
Ua's commission is based on the value of the transaction at the rate of 35 
annas per Bs. 100. Tfis is not all profit. Apart from certain 
customary payments of the nature of tiiis, he has to pay the weighman’s 
charges, the expenses of bis own stall, and cspetMally the expenses of 
entertaining his beopari customero. Tlio last is an iiii{M>i'tant ntatter. 
Competition is so keen that the broker must treat a client well if he is 
to secure or retain his <.Mistom. lie iinist supply, we are told. ooinfort> 
able accouiniodntioii. good drinking water, and tobiutco. The expenses, 
therefore, of the arhatia'a business are considerable and his profits by no 
means extravagant. 

1*25. The nrhatia as a credit agenetj . — We Imvt* seen tliat iho beopari 
usually pays the oulti\ator the full price for his crop at the time when 
he buys it. He is enabled to do this b^nse, when necessary, the 
arhatia with whom he deals will advance him money and indeed is only 
too anxious to do so, us thereby he is sure of retaining the bettfiari'a 
custom. a further incentive, the intt>rest is geiurrally low. And 
this pr(x*ess involves considoruble risk to the athalU, since there is 
little chance of rei*uvcring his dues should he require to do so. The 
arhatia also affords credit to the retail tnide, in a manner that will best 
be understood from the following example. Writing of the hills, a 
witness says "The big ratail dealers purchase cloth direct from Bombay 

and Ifellii through ar/taf/cAr or comiiiisHion ngiuits. These 

arlutUas advance money for the {HiR'Iiase of cloth to the extent of 

three to four-fifths of the amount purchased Delhi 

arhatioM clinrge arhat or commission ut one per cent., Bombay arhatiaa 
at eight Annas per cent .... Interest is charged at 7} pw 
cent, by both."(*') In other words, these commission agenta 
are prepared to finance their cuetomers’ purcliases to the extent 
of 60 to 60 per cent, of the cost. Again, the arhatia who is acting as 
commission agent for some wholesale firm in another centre often ^orde 
credit by purchasing for them with his own funds. 

126. The arhatia who is in need of funds can obtain them in varioue 
ways. If mon^ is due to him from firms in other marlmtH in respect 
of goods bought on their aooonnt, he obtains his money by mesne of 
a demand hundi drawn on his debtor. If he needs temporaty aooommoda* 
lion, he either obtains it from the baidc on the security of hypothecated 

(**) Bvidaaee, voL H. p. 48. This rsto is Imr : the mioimniD is nsasIlj^S per esaf. 
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^oods, or from a sarraf on a hundi, or from one of tlie larger sahvkart 
on a promiBsoiy note. 

127. In Hapur, Hathras, Agra, Meerut and other groin marketa in 
the weat^ there are athatiaa who have specialized in the bnsineae of 
agricultural storage in khattit (grain pits), which th^ use both as a 
credit instrument and a means of Hpecnlation. The arhatia in his ca|)a* 
'City as a grain dealer or as commission agent for some outside firm (if he 
happens to l>e holding stocks for tliem), places the grain which lie pur- 
chases in a khatti, and on the security of that khatti can obtain an 
advance from a bunk to the extent of 66 per cent, of the value of 'the 
grain thus stored, on which he has to pay interest usually at a rate of 7 
to 7} per cent., or 1 per cent, over the bank rate. Khatti speculations, 
Imown by the name of bodnt ka satta, take the form of oontxscts for 
future delivery and are bused on fluctuations of price. It is unnecessary 
here to say more of the system either of khattis or of khatti speculation, 
which will be found fully described in our evidence. (**) 

128. It is obvious, therefore, that tlie arhatia fulfils a very important 
function in the credit system. It is chiefly he who ensures that as 
soon as the harvest is ready for marketing, the price of it flows directly 
and rapidly into the rural areas, where money is badly wanted, thns 
■enabling the cultivator to pay off his dues both to moneylender and 
landlord. It is he, again, who facilitates the movements of commodities 

, either from the producer to the wholesale dealer, or from the wholesale 
dealer to the retail trade. He probably finances 75 per cent, of the 
internal trade of the jirovince. In short, he is a middleman-financier, and 
his importance in that respect has increased as banking facilities have 
developed. He is no longer dependent solely on fahukara or tarraft. 
Both joint-stock banks and the Im])erial Bank are now willing to 
finance him. It is said that in the grain mart of Hapur alone banks 
advance over 50 lakhs in the wheat season to the arhatias. The Cham- 
ber of Commerce indeed anticipate for him a still more important future. 
They say that there Is a distinct tendency for the arhatia to take the place 
of the nuhajan and the sahukar, thus shortening the credit chain, and 
bringing the sarraf at the top into a relationship only once removed with 
the cultivator at the bottmn, 

C . — Crban credit agencies. (1) Moneylenders. 

129. The sahukar . — ^The sahukar may be described as i respectable 
numeylender who specializes in the making of cash advances against 

(**) BvidanM, «ol. II, pp. SIS— 81. (Hspnr). Bvideim, toI. II, pp. MS-TO 
iHsthni). We ondenteBd that st preteat benki an sdeaiiciiu vd to 78 pw smO, cf ths 
pslM Of ths gnta. ^ ^ 
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4he security of immoveable property, both rural and urban. The nature 
of his rural transactions lias already been described; and that account 
may ba taken as applying also to his urban transactions of the same 
kind. He has also, however, two other lines of business. Firttty, 
be is ready to lend on a promissory note if lie knows liis client to be 
respectable and financially sound. Secondly, be lends against the 
security ot ornaments. It ia he who is partly responsible for the financ- 
ing of small industries. It is alleged that he is not above chaiging 
brokerage (nazranu) of *2 to 5 ]ier cent, on a loan when he sees a favourable 
opportunity. Jhit generally speaking his transactions are fairly con- 
'ducted, though his charges are seldom moderate. When he himself 
needs financial assistance, he seeks it from the tatraf, 

130. The tarraf. — ^The word sarrafi**) (anciently spelt shroffl is used 
to designate two different types of credit agency, which, following one 
of our witnesses, w’o call the “small zarraf* and the "kothwal zarraf," 
reepectively.(*‘) 

(a) The email aarraf is primarily a bullion broker : his main occupa- 
tion is to execute orders for ornaiiieiits and to advance gold or silver to 
goldsmiths or other citizens wlio require it, such ga the Deiiarea tarkatk. 
His financial business consists mainly in discounting, rediscounting, and 
clealing in hundia of all kinds, but he also lends money on protiiissory 
notes or earkhats, on mortgages of urban house property, and on the 
security of silver omanienta. One of his lines of business is the financing 
of small industries such as silk weavers and brassware manufacturers 
ot Benares. He occasionally receives small deposits. 

(b) The kothiical aarrafs only handle big business. They deal in 
hundia, advance money to landlords on mortgages of their estates, and 
to tenders, small aarrafa, and aahukara on promissory notes, or against 
goods, but always in large amounts. They do not deal in bullion as a 
rule, but advance money on the security of gold ornaments or jewellery. 
'When in need of additional funds they rediscount the hundia in their 
portfdios with the banks, or accept deposits from selected clients, on 
which they pay interest at rates which vary with the demand or the 
Meson. 

It seems, however, that the functions of the aarraf are undergoing 
« change. The aarrufl business by itself no longer pays, as the 
Tesnlt principally of the competition of joint-stock banks, who are now 
wiling to deal direct witii approved traders; whilst the aarraf deals mostly 

(**) Samf ii SB Arabic arord of wbidi the literal BKaabig to money-elianger, whMi 
MS the priaeipiri menpatiaB of the Btadtorral Mrra/. 

(**) The Otemher of Commem 1^ esmt/ mesa Uio koMuml Mrra/. aa do amt 
other witaeeeee. The w Wa ieeee fkam the Zaeaaie'toa departmeat, faoweeer, oee the torn 
oaly of the cmaU earre/. Evideaea vol. TV, p. 44, aad vol. Ill, pp. MC aad tBC paielm. 
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with the emaller merchant, who, (ao the samf himself says), is not now 
as straightforward in his dealings as he used to be. Many aarrafs toe 
now lodcing for fredi lines of business or investmeiil. Home are aoquir* 
ing real estate, land ac houses; some are taking to commerce, often as 
managing agents of commercial or industrial firms. 

181. The kothiwal. — ^It is necessary to mention the kothitoal (a 
word of which the original meaning is warehouseman), though it is less 
the designation of any particular class of credit agency than an honoii* 
fic title to which every prosperous merchant or financier aspires, and is 
applied as such to any firm that deals in money on a sufiiciently large 
scale, whatever the precise nature of its dealings may be. The Morad> 
abad eahu, whose princiiial line of business is moneylending on the 
qiet system, the Jain bullion broker of Allahabad, and the Bastogi 
financial magnate of Lucknow are all ko^iitoale, and their firms are 
koihia. Most kothis, however, are sarrafi kothie. 

13‘i. KfiaeeUanrous urban moneylenders, fl) The qistttala . — ^The 
rural qiatbandi system, described above, has been modified to suit urban 
needs. Four new tyjies of loan are reported from Benares : in two cases 
the {Hrincipal is repayable in monthly instalments of one rupee, in the 
other two it is repayable in daily instalments of one anna. The amounts 
ue respectively Bs. 16 repayable in 20 monthly or 330 daily instalments; 
and Be. 20 re]Ni,vable in 25 monthly or 305 daily instalments. Another 
new type has lecently lieen reported from Lucknow, where the instal- 
ment is two pice per rii]iee advanced per day for 34 days. The monthly 
qiste are common amongst small^ shopkeepers, artizans of all kinds, and 
persons in receipt of fixed wages or salaries, sncli as government and 
railway servants, and mill employees. The daily qists, which are 
called rojahi or rozai, are restricted to the lower classes, ekka drivers, 
hawkers and pedlars of every' kind, scavengers and other menials. 
Another form of advance, also known as rozai, common amongst 
such people, is a loan of a rupee or two taken in the morning and repaid 
at night. 

(2) The pawnbroker. — Our reports indicate that the pawning of 
ornaments os a means of raising money is now relatively nnMmm<m in 
the villages, — ^partly, it is said, because the poorer classes, who alone 
would be unable to obtain credit without such security, possess few oma> 
ments; partly because a man would not rob his women folk of their jewel- 
lery unless he was in the direst extremity. In the towns it is still frequent. 
Some pawnbndrers working amongst Anglo-Indians and others wha 
know English, have assumed high-sounding immes such as “loaa 
bureau" or "finance corporation." In some parts of the provinces,. 
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pnnibroking seeniB to have become a speciality of women, eepeeiaUj 
widows; for instance, in Mnsaifamagar district, out of some SOO pawn- 
broktts over half were women. They are said to be both shrewd and 
Boccessfulr keeping a large margin as cover against bad debts; whilst the 
purdah system gives them a freedom of access to women borrowers that 
is denied to men, and also enables thoin to i>rc8cr\'o the setrreiw which 
all respectable women desire in siurli a matter. 

(8} Financing of small industries . — ^It has been incidentally men* 
tinned tliat the saJiukar and the sarraf finances a certain number of 
small indastries. Besides those already mentioned, amoiigst - snub 
industries are Moradabad brass, Agra shoeinnkiiig, some of the 
lAicknow industries, sncli as kamdani, xardozi and ehikan. the Aligarh 
lock industry, and various iiidnstries in Allahabad. Others, however, 
neither require nor receive help from the ordinary moiieylondor, but are 
financed by traders or industrialists directly connected witli the industry 
itself. The Firozabud glassworkors, for instance. ai.'C principally 
financed by the glass manufuctnivrs of the sarno place, and the ebony- 
carvers of Nngina are financed by the tniders who snp]>Iy them with 
their wood. The w'oodcarving industry of Bnhariinpiir is rurlunato in 
requiring little or no credit of any kind. 

(4) Miscellaneous moneylenders . — ^Tn the town, us in the country, 
tlteie are los^iy ocvusionnl inotieylcnders, iMdonging to all sorts of castes 
and occupations. Mortgages arc said to be popular with these usurers, 
blit they will lend on any security. The total amount of their lendings 
is probably large. 

(2) Banking agencies. 

133. Indigenous bankers of the old kiwi . — The distinguishing 
characteristic of a banker, as opixised to a moneylender, is accepted to 
'be the receipt of deposits. .\a has been mentioned, many sarrafs will 
take deposits from- selected clients when they tliemselvcs are in need 
of funds; but these transactions are rather of the nature of loans than 
of deposits, since they only occur on the invitation of the sarraf hira« 
self. There are some sarrafs who accept deposits more readily than 
others; but geneAlly speaking, the sarraf is somewhat averse to this 
type of business, either because he considers it to be risky or because 
be regards it as damaging to his personal credit. The most enlightened 
is unwilling to receive fixed deposits to any largo extent, even going so 
far as to fix a maximum limit, instead of the minimum limit usually 
enforoed by joint-Btoek banks. In one case, the limit is Bs. 5,000. 
Nor, BO far as our evidence goes, is it likely that the sarraf will abandon 
his conservatism in the near future. Nevertheless, the dividing line 
between moneylender and banker may conveniently be drawn whei^ the 

6 
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tannf ii willing to reoeiTe depouta when he needs them. The number 
of sod) tofrafs, at indigenous bankers as they may be called to distin- 
goish them frmn other sarrafs, is estimated to be 287 in eight of the 
largest towns of the province. The figure, however, is ' probably 
exaggerated; we would put it at 250 for the whole province. 

134. Modem indigenoue bankers. — ^There are a certain number of 
indigenous bankers who work entirely on modern lines and transact all 
the kinds of business wliich the ordinary joint-stock bank transacts; 
especially, thqr take, deposits both current and fixed, issue pass books 
and cheque books, and cash cheques. They work entirely with their 
own capital and deposits, and if in need of fluids, obtain them either 
from other indigenous bankers or, with considerable difliculty, from 
joint-stock banks, who treat them as ordinary customers, unless they 
bring large business to them. At one time they also suffered consider- 
able inconvenience Waiise other banks refused to cash their cheques, 
but this difficulty is said to be disapiiearing as they become better known. 
In any case, it can always lie overcome by printing on the cheque the 
name of the indigenous liauker’s own clearing agent. 

135. The |irinci|)al differences between these {irivate banks and the 
ordinaiy joint-stock bank are that their management is entirely in the 
hands of a single proprietor or firm of proprietors, and that they publish 
no balance-sheet. Seven such hanks hare been brought to our notice. 
Of these, two have their headquarters outside the proviifce; two certainly 
and possibly a third, seem to owe their develojiment along modern lines 
to their connexion with the army; whilst two of these thiee are situated 
in the same place, at a milituiy cantonment. Of the other four, two are 
situated in tlic hills. 

186. Government treaenrers as hankers. — ^lu small distiicts 
where no branch of a joint-sUwk bank exists, it is common for the gov- 
ernment treasurer to run a small banking business far the benefit mainly 
of the government servants stationed in that place. He receives deposito 
from them, though usually only on current account; and gives them the-' 
benefit of a pass book and cheque book, though the cheques, of course-, 
have only a local currency. The government treasurers are themselves' 
generally indigenous banlters of the sarraf type. 

137. Mititarjf bankers. — The military shroff is a personage we^ 
knowfi to history who, thanks to the readiness with which he hiirt 
money, has been the innocent cause of many an officer’s min.(**> 

<**) tVhilw maluBii mim mwandm io the old feootds iin the Indis Qflke 
SMM jwn aso, I ceiua ecroM pepen raUtins to the eetete of an offieer who died about 
ms owiac tarn lekhe, inoetl}- to a ohioV. The oSeer woa a eaptein. — (B. A. H. B.) ^ 

la 1091, I came aereoa s ceae of an otBcer who was pa^iBR oidiaatjr ioteeial ea ‘ 
a loea at 4S par oenk, and penal interest at 7S per cent., and in 1099, aaomr ease of a 
jMDg eAoar who paid Ba, 9t0 for a loon of Ba. 900 lepapahfo in a month.— (M> !<• B.t- 
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KflfwitdayB thqr iuiTe developed into banken, of whom four have come to 
oor notice. To some ol them, such as the three firms mentioned above, 
their military banking is only a port of their business. Others are 
exclusively military bankers, who receive deposits only from the regi* 
nient to which they are attached, and therefore are similar to the 
government treasurers mentioned above. 

188. The joint^toek banka . — ^iVny bank registered under the Indian 
Companies Act would be called a joint-stoi'k bunk, whatever the parti- 
cular nature of its business might l>e. There are in nil registered 
banks doing business in the province with 74 branches and six pay offices. 
Of these, seven have their head oflices outside the province, namely the 
Allahabad Hank, the Central Hank of India, the Punjab National Bank, 
the People’s Hank of Northern India, the Hank of Hihnr, the Muslim 
Hank of India, and tho Ithargnva Coniiiicrcial Hank. The rest are 
firoviucial enU'rprises, of which the most im(Ha‘tant is the Benares Bank. 
Eight of these uiv private limited liability ciiui|iaiiieM, which are not 
bound by law to publish bsilancc-sheets. It is unnecessary to deal 
at any length with their ofieriitions. It is sufficient to say that they 
do oonsiderahlc business, not only in providing facilities for the ncoumu- 
lation of savings but for advances and fiiiuncdiig the niovenient of 
goods bollt^ within the provinct* and between this and other provinces. 
They are mainly <Hiinnicrciul bunks, and w'ill not, of course, undertake 
large eommitiuents on the security of immoveuhic pro[K?rty; experience 
has proved that type of investment Ih? thoroiiglily unsound. The 
fact, however, is mentioned because wo have reason to believe that it 
is often made the subject of a complaint against these hanks. There 
is, however, one exception to this rule. In Meerut there is a small 
joint-stock bank which besides receiving deposits, dealing in hundia and 
generally carrying on the ordinary business of a joint-stixrk bunk, seems 
to specialise in financing industries and agriculturists, esjxiciaily the 
latter, on the security of mortgage bonds. This bank, we are told, 
has advanced no less than Bs. .3.5,000 in a single village on land mort- 
gages, though, for certain reasons connected with recent tenancy legis- 
lation, the profit on such loans has been so much reduced that the bank 
has suspended or greatly reduced this part of its business. Despite 
the unorthodox nature of its advances it seems to be in flourishing condi- 
tioa, and lias recently increased its dividend ftx>m 9 to 10 per cent., 
whilst deposits have increased ai^nwciably. A complete list of tbe 
banks in the province will be found in an Appendix. 

189. The exchange banks.— Only two exchange banks have branches 
M tUi pravinoe, both in CawiqKm. They ace the Cbirtened Benk. of 
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Indis, Aastnlift and China and the National Bank of India. They, ot . 
ootine, mainly devote themselvea to the financing of the province'a 
foreign trade; but they take rupee deposits, and also to some extent 
ntrlise their surplus funds in discounting inland bills. 

14U. The Imperial Bank . — ^It is unnecessary to say much of the 
transactions of the iHemicr bank in India. It has, of course, enormous 
advantages of its own. It handles all government and local funds, and 
controls the currency chests in every place where it has a branch. This 
facilitates its remittance and inland exchange operations, and enables it 
to keep much smaller cash balances at its branches tlmn would otherwise 
be necessary. It also enables it to make full use of any funds that may 
be spare from time to time in fdicnt-tenn investments. We are, how- 
ever, principally concerned with the question whether it has made 
adequate use of its facilities. On this there are undoubtedly two 
opinions. All that we need do, however, is to state the principal 
facts : — 

(i) Tlie Inipei'ial ilaiik advances against produce to appmved com- 
mission agents and dealers at till places where (he back Js established. 
The rules vary from 7 to 7.} }ier cent., utul are I’elated to the official bank 
rate. 

(it) It provides finance for the movements of produce from the 
mandis to the consuming centres, chiefly by purchasing demand drafts 
representing the produce desiiatchcd from approved customers. 

(ttt) It also finances the movement of produce from distributing 
centres to the exporting ports by purchases of drafts and telegraphic 
transfers drawn on port towns. Tlio bank claims (though some would 
dispute the claim)* that its business is put through with rates so low 
that the benefit of free tnnxsfer of funds which .thev jiussess is to a veiy 
great extent passed on to the business community. 

(le) It provides cheap remittance facilities to the exchange and 
other banks engaged in the imprat trade. 

(e) It has introduced in recent years a system of loans against gold 
ornaments. The rate of interest is 7 per cent. This venture has 
proved popular amongst agriculturists in other provinces, but, so far, not 
in this. It is specially interesting since it brings the top and bottom 
of the credit system into direct contact. 

The number of branches of the Imperial Bank in the province is 
now twenty-four, with seven pay offices. 

D. — Oovemment credit ageneief. 

141. The eo-operative credit society . — ^The present condition of the 
coKipenitive movement in the province will be considered at length in a 
later chapter, which it is neither necessary nor desirable to anticipate. 
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It is sufficient to say here that oo-operation in this pronnoe oompaied 
with other provinces has to a large extent failed. We quote a brief 
passage from the evidence of Idr. Kharegat, the present head of the 
department — “The best organisation for supplying credit to tiie culti« 
vators is or at least sliould be the village co-operative society, which 
charges a lower rate of interest than the moneylender and maintams clear 
yiiH public accounts. Unfortunately, they have not made sufficient pro- 
gress in this direction for a variety of reasons. To some extent, the 
better class of cultivator is frightened by the bogey of joint responsi- 
bility. The chief reasons, however, are that accounts have not always 
been correctly maintained; that the members have had to put up with a 
great deal of personal iiiconvonicnce and even indignity; that thgy 
cannot get sufficient money for their requirements; that they have often 
to wait a long time for i1 ; and that they are not educated to the nccea- 
sity and imixirttvnce of punctuality in ntpayiuents and prefer the more 
acrammodating policy of the moneylender forgetting its ultimate conae- 
qnences. .\t the pre^sent time, in a great many cases, the moneylender 
and the co-operative socriety flourish side by side, the cultivator using 
both to suit liis convenience. He obtains fmrt of his flniinoe from the 
society and the rest from the moneylender.“('''’) In short, co-operation 
lias not only been unsiic(«ssful, but to some extent oven fiositively 
injurious. ^ 

142. There are in the (iruvince 70 cm-o|ierutive hunks with a working 
capital of o\’er 85 lakhs of which 23} lakhs is share capital, 11} lakhs 
constitute the reserve and other funds, 6 lakhs have liecn borrowed from 
societies or other oo-oiierative lianks, whilst the remainder, 44} lakhs, 
has been borrowed from others, being priiicigall-. v -'i 
private individuals. At present co-o|)erative banks have few dealings 
with joint-stotrk banks or the IiiTperial Bank; and there is no competi- 
tion between them. The relations between coK>})crativc banks and 
indigenous bankers are harmonious; many of these are directors; otliers 
have placed money in fixed deposit; a few act as treasurers and them- 
selves keep the cash balances in enrrent account. Indeed, many co- 
operative banks depend very largely on the support received from in- 
digenous bankers in one form or another. That, of oourae, is all to the 
good. But obviously there is much to be done before co-operation can 
take its proper place in the rural credit system,— a fact which is all 
the more importont, since we believe that any improvement in that 
tystem depends mainly oh more and better oo-operation. Fortunately 
ptat failures are not all pure loss; experience keeps a dear school, but 
her lessons are effective. And the department is on its mettle. 


(*■) Bvjdciioe» voL lilt P- 414. 
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148. Government . — a credit agency, government operate! in the 
rural field mainly by lueane of loane under the Agriculturist! Tjoan! Act 
and the Land Improvement Ijoaiu Act, whicli loans are known generally 
under the name of taqavi. The question will be fully examined in a 
later chapter, and in. this case too, little need be said here. In normal 
yean the budget {uovision for such loans averages 12} lakhs. In times 
at distress the provision is, of course, much larger; for instance, in she 
two years 1928-29 and 1929-80, the total amount of taqavi distributed 
(almost entirely, under the Agriculturists Loans Act) amounted to 190 
lakhs. Most witnesses have condemned the inesent system. The prin> 
cipal complaint is that the money is not distributed till it is too late 
to be of use toe the purpose for wliich it is intended, — a defect which it 
should not be difficult to remedy. Government also assists the agri- 
culturist in l>ad times by remissions or suspensions of land revenue, 
which benefit the landlord dirtwtly, but os they are conditional on the 
remission or Buspeiision of an equivalent amount of rent, also benefit 
the tenant. The amount remitted in the period mentioned above was 
74 lakhs, and the amount suspended 64 lakhs. One witness has des- 
cribed suspension of revenue as equivalent to making a temi)orary loan 
without interest. A remission, of course, amounts to a free gift. 

144. The Agricultural dcimrtment also manage a large numl)cr of 
seed ddjNMs where the cultivator can obtain improved types of seed, 
and repay either in cash or kind as he pleases. He can, of coarse, also 
buy the seed outright. Recently, a new system has been introduced by 
wliich the cultivaUir who takes seed can repay in cash as if he had taken 
taqavi to buy it. Tbe firinciiial advantage that the cultivator derives 
from these ddpOts lies in the quality of the seed which they supply. 

145* Government also oiierates to a small extent in the industrial 
field, by making loans for the purpose of starting new or improving exist- 
ing industries. It has often been argued that such intervention is un- 
justifiable; for if tbe industry is likely to be successful, it could obtain 
all the money it wanted in the money market, whilst if it was not likely 
to be successful, it ought not to be assisted. There are, however, in- 
dustries of a pioneer or experimental nature in which no ordinary credit 
agency would risk its money, and which, if successful, may increase the 
country’s wealth. It is justifiable for government to render asMBtam^ 
in 80 ^ cases, even if in doing so it takes a ride that no credit agency 
would face. 

146. Sumtnary.-^We began this chapter by the statement 
ciedit in the United Provinces was devoid of all ^stem; and. Am 
count whidi we have now completed proves that statement. Available 



«E0dit Tesooices are btdcen up in small parcels all over the country. 
'The spheres in which various agencies work overlap. There is little 
no co-ordination between the various credit agencies, still less any 
consdons attempt to produce it. Nevertlieless there is a certain 
coh^nce between the various parte of tliis shapeless whole. The chain 
of rural credit is in theory unbroken from the prodiKi'r at the luittoin, 
through the various grades of moneylender up to the tarraf. The cliain 
of trade credit in resjiect of rural produce is similarly unbroken from 
the producer through the heopari^ the arhatia up to the sarraf and the 
bank. ^But (hough the rural chain in normal times niuy be strong 
oncxigh to hold, yet in bad times it contains many weak links that are 
apt easily to break. The i-esources of both bania and mahajan are 
small and easily exhausted, and when that happens, it is difficult to 
teplenisli tlicin; whilst the resoiirres of the agriculturist iiiuneylender 
ere automatically reduced to a minimum. Both chains suffer from 
possessing too many links; in other words, tliere are too many middle- 
men, some of whom might disappear with advantage. Finally, the 
syatem is far too complicated, mainly because so nuiiiy of the credit 
agencies have dual functions. 
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APPENDIX. 

List of joint-stock hanks in the United Provinces. 


The lotU‘-r H in (lie lint Iwlnw incanH lieacl uRico; Die IciCer P means |irivsla 
foiat-sfeodc compuij. 

Agra Bank, Agra. 

Ajodhya Bank; five branches at Allnliabad, Benares, Cajmpore. 
Fysuibad (H), Laicknow. 

Allahabad Bunk; *26 bruiiHies at Agra. Allahabad (2), Banda, 
Bareilly, BcMiarcs, Cawniioi'e f'handniiKi. Dehra Dun, 
Fyzabad, Gorakhpur, Bapnr, Hathras, Jhansi, Luck- 
now (3), Meerut, Moradubad, Mussoorie, Mnttra, Nainr 
Tal, Boe Bareli. Rhahjahanpnr, Sitapnr; and four pay 
ofiiceB at Dcoband, Etawah, Ghaziabad and Hardoi. 

Allahabad Trading and Bunking Cor(k>ration, Allahabad. 

Aman-o-anian Bank, Gorakhpur (P). 

Banking and Oraatnent Manufuctnring Company, Meerut (P> 

Banking and Trading Union, Gorakhpur (P). 

Bank of Bihar, Bankipore; branch at Benares. 

Bareilly Corporation, Bareilly. 

Benares Bank; three brandies at .Agra, Benares (H), Saharanpur. 

Bhargava Commercial Bank, Jubbulpore; branch at Agra. 

Byopar Suhayak Bank; three brunches at Hupur, Meerut (H). 
Muzaffamagar. 

Central Bank of India, Bombay; three branches at Hapur, Luck- 
now (2), and two out-agencies at Hardoi and Bara Baoki. 

' Co-operative Town Bank, Snltanpnr. 

Din Shah and Company, bankers, Lucknow (P). 

Gorakhpur City Bank, GoraMipnr (P). ‘ ^ 

Imperial Bank; *24 branches at Agra, Aligarh, Allahabad, 
Bareilly, Benares, Bulandshahr, Cawnpero, Dehra Dun, 
Etawah, Farrukhabad, Fyzabad, Gorakhpur, Hathras, 
Jhbnsi, Lucknow, Meerut, Mirzapnr, Moradabad, Mus- 
socrie, Muttra, Muzaffamagar, Naini Tal, Saharanpur, 
Sitapnr; and seven pay offices at Amioha, Benares city, 
OawDpore city, Ghaziabad, Hapur, IQniija, LaUumpur. 
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Indian Banking Co., Meernt (F). 

Lucknow National Bank, Lucknow. 

Meerut Bank, Meerut. 

Mofassil Bank; two branches at Basli and CSoraklipiir (H). 
Muslim Bonk of India. Tjahore; two branches at Apm and Cawn- 
pore. 

Muzaffnmagar Itank, Mnzaffarnagar. 

Naini Tal Bank, Naini Tal. 

Ondh Commercial Bank; two bmncbes at Cawnpore and Fya> 
abad (H). 

People’s Bank of In^ia, Tiiiiinns two brandies at Cawnpore and 
Lucknow. 

Punjab National Ihiiik, Tjahore; three bmnehea at Allahabad^ 
Cawii]iore and Meerut. 

Badha Swnini ticnenil .Xssnranee Bank, .Agi*:!. 

Setb Narayan Bank. Jalesar. 

Shankar Bankiii" and Trading; Co., Basti (P) 

Su|ie^‘or Bank. Miiaairarna^ar. 

Trading and Banking House, Lucknow. 

Unao Commercial Bank, TTnao. 

IT. P. Trading Bank. Chundansi (P>. 
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PART II. 

AGRICULTURAL DEBT AND CREDIT. 

CHAPTER IV. 

The PIIBSBNT SITUAIION IN RESPECT OP PRODUCTION. 

A. — Causes, nature and distrihuUon of debt. 

147. The inevitability of agricvdtural debt. — In popular opiniiHi 
Ngrienltiiral debt is often regarded as something to be deplored, or even 
teprobated. Yet in no country in the world can agriculture entirely 
diapense with credit, or entirely avoid debt. * Agriculture is an industry. 
Like any. other industrialist, the farmer who wants to increase his 
assets, — to acquire additional land or live-stock, to erect a fann building, 
or to make a well or embankment — , must generally borrow the fixed 
capital that he requires for the purpose. Again, like any other indus- 
tr^ist the farmer must borrow working capital to meet his current 
requirements; indeed, his need is greater than that of most industrialists, 
since he must spend money for months on end before he receives any 
return. He must hoy his seed and liis manure, hp must obtain cash to 
pay his labourers’ wages, to feed and clothe himself and his family. When 
the harvest is reaped, and hie crops are sold, he will pay his tradesmen, 
and cover bis bank overdraft; and he will begin the process all over again 
next year. It is only a wealthy farmer who can work without credit, 
and in any countiy wealthy farmers are rare. Agricultural debt, there- 
fore, is no more deplorable than any other kind of productive debt; on 
the contrary, except in the most favourable circumstanc'es, it is every- 
where and always, inevitable. And the Indian farmer can no more 
avoid incurring it than can any other farmer in any other country. 

148. Difference between agriculture and other industries. — ^There 
are, however, certain important differences between agriculture and 
other productive industries, which lie at the root of agricultural finance. 
Firstly, since a farm is a proprietary or leasehold concern, the credit 
available for that concern is limited to the credit of one man or one 
family. Secondly, the farmer’s principal need is of fixed capital to finance 
the expansion or improvement of his farm, and that involves long-term 
credit, since such expenditure cannot possibly be repaid from .the pro- 

'Oeeds of a single crop, or even of several crops. But, thirdly, the only 
long-tenfi security which the farmer usually has to offer is the fnm 
itself. And that fact debars him from drawing for his requirements of 
fixed eaidtal on the savings of the community at large; for the banks. 
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wfawh hold than must deal in short-tenn money and fluid leaiiritiee* 
Any bank teady to lend long-term money on eecuiity eo rigid aa a land 
mcfftgage is courting diaaater, as experience has proved more than onoe. 
The fanner, therefore, has to rely fur help on the private moneylender, 
on the State, or the co-operative fiociety. But neither State aid nor 
society’s aid, for varioua reasons, is popular; and for all practical pur- 
poses, the measure of agricultural credit is the amount which one man 
■can induce one other man to lend. 

149. Agricultural assets arailalile as security for debt (a) other than 
Jand . — Another disability from which the Indian fimner suffers is the 
-flimsiness of the security urhich he can offer for liis iMirrowings. 

(1) His cattle, both draught and milch aniiiials. ure good security. 
But, unless they are itarticulnrly valuable, the cultivator always prefers 
io sell them outright rather than borrow inunoy on (hem. The securing 
■of debt on cattle is uncommon, cxceid, |)erha|>s, in the western districts; 
-though occasionally a debtor holds a lion on an unborn calf, that 
practice is also raro. 

(2) The standing or future crop is n vanishing asset, suitable to 
secure only the shortest of short-term loans; moreover, a farmer can 
lately affwd to pledge it fur a single debt, since it is the source from 
which he npist rei-Kiy <i// his debts, including his rent, 

(3) He cun pawn various nutpcalde {xwspssions, — his agricultural 
gear, his household p(jts and {Mins, or the ornaincnts of liis women f<dk. 
But of these the first two will only fetch a few ru)M>es, nor can he dc 
without either for more than n few days at a time. As for ornnmenta, 
only the higher castes ismsess any considerable quantity; and no caste, 
not even the lowest, would adopt this expedient exi’epl in the last 
resort. (’) 

(4) A possible security for debt is personal service; and thanks to 
the great demand for agricultural labourers amongst the higher castes, 
such security is valuable. It is, however, uncommon. (’1 

(61 Another asset sometimes available to a fanner as security is 
the'ja/mant, the nature of which has been explained in a farmer 


(') It ia dUBtalii to ivd» fram tiw figoiw whether the pnetioe of |»wb*ii|| 

Is coanoB or not ; tor each debt would elwagfu be legMded aa dishoaonrhig and _ 
oocdiaglr be o aeeolad or m'aimined. Out atet'atTra, tohen oa thiiy wen aniw two . 

«M>^^ ifaaS!?^osow £i a o t i^ilbSoSKS ^ itebt; hot that ia ao la onlro 

at tho whole. Bvidtaeo, aol. n, p. US. 

(•» MO peas. in. 
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chapter. (’) A jajmani is heritable and transferable, and we have on 
record many cases where it lias actually been mortgaged. Its nee aa 
security, however, is limited to the case where debtor and creditor are 
both of the same caste. 

(6) Some tenaiifs and many landlords possess fruit trees; and th^, 
too, are frequently mortgaged. When tlie mortgage is on a usn&nctoaxy 
basis the mortgagee takea the fruit in lieu of interest. 

(7) A farmer’s house property usually consists of a mud but with 
a roof of thatch or cheap tiles; only if he Is relatively well-to-do will he 
possess a more substantial building. The tenaut’s house, moreover, is 
not his own. It lielongs to the laiidlord and goes with the holding, 
and cannot be mortgaged or alienated. Even a landlord's house is of 
little use to a creditor. In a village, as one witness justly remarks, 
"everyone has his own house and does not require auotlier, and the 
sdhukar cannot derive any heiicfit, from letting it or selling it”; and 
the securing of agricultural debt on lK>iise property is uncoimnon. 

150. or this variegated collection of assets the first four are suitable 
security for short-term loans alone, and none of them are freely or 
universally used. The lost three ore suitable for long-term debt, but 
one of them is seldom, if ever, used, whilst the other two can only be 
used in special circumstances. And, in practice, whatever the asset 
(apart from land), on which a loan has been nominally secured, it 
remains true that the creditor's real security is his client's reputation 
for honesty and punctual payment.(*) 

161. (b) Land mortgages . — There remains the farmer's principal 

asset, his land. Ever since rights on land have been settled and land 
has acquired a selling value, the most common form of long-term credit 
throughout India has been based on land mortgage. It is available, of 
course, only, to landlords and to a certain special class of tenants whose 
right is transferable. — the permanent tenure-holder and fixed-rate 
tenant in districts under permanent settlement, and the occupancy tenant 
in the single pargana of Kaswar Baja in the Benares district. 

152. Two kinds of mortgage are found in the province, the simple- 
and the usufructuary. Both are in themselves unobjectionable, bnt 
both axe commonly used to the detriment oi the debtor. 

(0 A simpJe mortgage is usually made repayable after a fixed term, 
whieb varies, os a rule, between six months and five years, and rarely 


(*) Chi^ n, pant. 78-7S. 

O Bee Ohqpter III, pais. SB. 
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exceeds the higher figure. l>ut the civditor by compounding the interest at 
regnlar intervals and by refusing to accept re{iayinent in instalments, 
makes redemption difficult even if the debtor desires to redeem; and 
most landlords are bad jiayers. The term passes, hut the crediUir allows 
the debt to run on until it exceeds the value of the land. Then befoiv 
the statutoiy jtcriod of limitation (twelve years) expires he (Hits the 
debtor in court, obtains a det^rec and forces the sale of the property. 
Since he can bid up to the' amoiint of the debt without siietiding fresh 
money, he can always defeat other trompetitors; for no other would 
bid above the real value. And he thus stH'iircs the land, which was - 
probably his intention from the l>cginning. 

(ft) So lung as the ivnts and profits of the land traiisferi'ed nix‘ 
taken as equivalent to the debt charges, both interest and sinking fund, 
a usujmctuary ntf>rltjagr fonns an ideal security, since it provides for 
the automatic ivdein])tion of the mortgage. In this pi*i>vince. however, 
the profits arc invariably f uktoi as e(|invnlcnt only to inteit'st, and some- 
times only to a part of (he interest. Tn siu-ii circumstaiures the mort- 
gage continues indufiuitcly, and i'cdcni|ttion is impossible nniess the 
debtor possesses otiicr resources. In many eases his only hoj)o is to 
borrow fresh money to redeem the mortgage: but (hat. as a rule, merely 
means the i^dtstitution of a new iniaigagu in |>luee of the old. The 
most dangerous form of iisiifruetiinry mortgage is known as bai b'il vsafa 
or conditional sale, hv which, if the debtor fails ti» redeem the mortgage 
at a fixed date, the land becomes the al>solute property of the mort- 
gagee, who has only to obtain a declaration from the court to setmre it. 
instances of such mortgages, however, arc iineommon; for no landlord 
will agree to exe(.*ute such a deed. except in the last ri.‘s<M‘t . ITsiirriictnai'y 
mortgages seldom have a fixed term ; the period of liraitatiun is 00 ^'ears. 

153. Subleaset . — ^With the exception of the |H':vileg«Hl tenants men- 
titgied’ above no tenant's right is transferable, and no holding can be 
I^ally mortgaged. Dut both the occupancy and the statutory tenant 
have a limited right of subletting : the former may sublet for a period of 
five years, the latter for a period of three, — in both cases, provided 
he himself has previously cultivated tlie land in question for a similar 
period. And tenants use subleases as a substitute for usufructuary 
mortgages. The mortgagee, in the rdle of subtenant, takes over the 
land, pays the landlord's rent, and either culti\'ates it or re-lets it to 
somebody else, veiy often to the mortgagor himself, at a competitive 
lent. The usufruct consists in the first case the net profit, in the 
MOMud of the .difference between the two rents; in eitl^r case it is 
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appropriated towards the interest on the loan. Such a transfer is entirely 
rendering both parties liable to ejectment by the landlord; to the 
debtor it is also highly unprofitable. Since the usufruct is set against 
the interest only, the debt at the end of the sublease stands where it did 
at the beginning. I'he tenant is prevented by law from subletting the* 
same land a second time, until he has cultivated it himself for sevemf 
years. At the end of the sublease, therefore, he must i^eem the debt 
or his creditor will obtain a money decree against him, and force a sale 
of bis effects. (‘) But with a diminished holding, redemption is difficult;, 
and the end is often relinquishment of the land by the debtor and its 
lease by the landlord to the creditor. For the change is to the landlord'ii 
advantage: he gets a better tenant for a worse; he can charge him a- 
higher rent since the lease is new, whilst if the debtor held a right of 
otx:u))ancy, that right determines. 

154. The illegality of these transactions makes it necessary to* 
keep them sef*ret, and it is accordingly impossible to discover whether 
they are numerous or not. Opinion on the subject differs greatly. The 
following considerations are relevant. 

(1) No strong landlord, who prefers to choose the cultivatoi's of 
his land for himself, would tolerate such a transfer. 

(2) No peasant-proprietor who cultivates a holding as tenant of a. 
fellow-proprietor, in addition to land of his own, would ever mortgage’ 
the former whilst he had any of the latter to mortgage; for the considera- 
tion money in the latter case would be much greater than in the former. 

(3) From the |X)int of view of the moneylender the decisive con- 
siderations arc (a) the rent payable on the land sublet, (b) the period 
of the sublease. If that rent is high then the margin available for profit,, 
whether he cultivates the land himself or re-lets it to another, will be- 
too small to attnu't him, especially if the period of the sublease is also 
short; and that, in effect, debars all statutory tenants from carrying out 

, such transfers, fur both in Ondh and Agra their rents are relatively 
high,(*) and in Agra the [>eriod is also only three years. Tlie occu- 
pancy rent, on the other hand, is low, whilst the period is five years. 


(*) Such tnnnctkiM fonn tlw aubjeet of two doemnenta, a bond which maiilihSia 
the debt hat not the tranafer, and a anbleaae which nentiona the tianafer hot not the debt, 
A lawanlti, of comae, would be broo^t on the baaia of the bond withont niecenoe ‘to ’the 
awtlcMB. 

(*) In Agra, however, the maigin will inereaae aa time paeeee, einee enhancement, 
ie poeaible only at the end of twenty yean. 
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In pMMstioe, therefore, only ooeupency tenants can enter into sneb 
transactions. In mie case from Muttra the rent charged by the mort- 
gagee was Bs. 18-8-0 per acre as against the landlord’s rent Rs. 6-8-0, 
with the result that in four years his “interest” amounted to Bs. 308 
on a debt of Bs. 225. Considering all the difficulties in the way 
of these transfers we may conclude, in agreement with some of out 
most experiemred witnesses, that the i>ractic« is. on the whole, uncom- 
mon. Stray instances are recorded from many districts, but they are 
never numerous. 

156. Misuse of land mortgages as security. — Tii pnictice, therefore, 
the agriculturist has only two forms of security, — ^personal security for 
working cajiital and laitd mortgage for fixed capital. Of these the former 
is not always, the latter is hardly ever, used to cover iiroductive barrow- 
ings. A land mortgage is usually executed when some unsecured debt has 
become larger than (he lender considers desirable, or else it serves to se- 
cure borrowing for some unpnxluctive purpose which often has no relation 
whatever to agriculture. For in common parlaiu'e the term “agricultural! 
debt” is used us including all debt, of whatever kind, that is incurred by 
an agriculturist. It jiiclndes, for instanco, both a loan to build a well 
and a loan for a marriage cereritoriy, iKiirowings for the purchase of seed 
and cattle, :i^id iKirrowings for footl or for the payment of rent. It is 
important to avoid this coiifiisiun. A very considerable pruijortion of all 
“agricultural” debt is non-ugriciilturul in character; and, if that were 
not so, then ngricultiirul indeliUHlness in this province would be a matter 
of much less consequence than it is. “The really im|K)rlant |K>inl is not the 
nature and extent of credit for agricultural purposes or productive uses, 
but the nature and extent of credit for those unproductive and noti-agriciil- 
tural piuriwses which constitute the majority of objects of borrowings in 
India. And it is in this m'iisc that indebtediiesri is a curse to the 
country. ”(^) 

156. Volume of debt secured on land mortgages. — ^The material 
on which we have based our estimate of hind mortgage debt and the 
metliod of ciilcukition are both described in Appendix I, para- 
graphs 1 to 4. Tlie total figure amounts to 76 crores of which 
44^ crares b the value of simple mortgages and 25} the value of usufriic- 
tuaty mortgages. The burden per cultivated acre is Bs. 20, of which 
Bs. 13 represents simple mortgages and Bs. 7 usufructuary mortgage^; 
the latter figure compares favourably with tlie Punjab wliere, os th» 


(') FMdM and Farmen in Oudh, paga GO. 
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result of a detailed inquiry carried out in lOsX) the total value of nBofiruo* 
tuary mortgages was found to be 35 crores, — an average of Ba. 12 per 
cultivated acre.(*) As the consideration m<Miey for a land mortgage ia 
often as high as Bs. 200 per bigha, it is obvious that the amount of 
long-term credit which can be based on land is far from being exliausted. 
When, however, it is remembered that much of this long-term credit 
is being wasted on unproductive puqioHeH, the Agure can only be regarded 
as und^rably high. 

157. Variations in the use of land mortgages as security for debt . — 
Ah has already been explained, the Begistration department’s records 
do not distingiuMh between mortgages of land and mortgages of other 
prrjperty. We have, therefore, no deAnite information to show whether 
the number and value of land mortgages is increasing or not; and our 
witnesses, who were asked for an opinion on the subject, differed greatly. 
We have been HU|)p1ied with Agiires showing the total number of mort- 
gages registered during the twelve years 1917 to 10*28 and their aggregate 
value. These are reproduced in Ap])endix I. Table III. The Agores 
for the Arst two years are prolmbly misleading, for though the number of 
mortgages is not much below the average niiiiil>er for ITie whole [leriod, 
the value is lower than the average by about a crore and a half in each 
year. Excluding these two years, the average number of mortgages per 
annum during the |>criod 191.9 to 1928 is 197.150 and the average value 
Bs. 7,40,46,000. The number of mortgages has only been exceeded in 
four years, namely . 191.9 to 19*21 and 19*26. The average value has 
been exceeded in 1919, 19*2*2 and 1924 to 19*20. In 19*27 and 1928 both 
the number of mortgages and their value are much below average. 
Assuming, tlici-efore, that the proportion between land mortgages and 
other mortgages is reasonably constant, there is no reason to suppose 
that the former are at }iresent im'roasing. The Agure of value was 
at its highest in 1926 (783 lakhs); in 1928, it was 7*26^- lakhs. 

158. General cattses of agricultural indebtedness. — The {irincipal 
economic features of the province have been fully described in a previoiu 
chapter. We here recapitulate brieOy those which have a s|iecial bear- 
ing on the present state of agricultural indebtedness. 

(1) Tlie province is peculiarly liable to climatic vicissitudes, and 
peculiarly susceptible to their results. Agricultural prosperity seldom ra-: 
mains nhbroken for long. Allowing for the fact that agrarian calomitieB. 
rarely affect the entire province at once, it can be said that, in any given 
port of the {irovince, out of Afteen years three are bad and one ia 
indifferent. . 

(*) Agriciiltml CommiMion'a Report, page 418. 
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(2J Over 70 (ler cent, of the population dependiji on a|;:ricii]tiire fur a 
living. The density ie great, and, outside ilie liill tracts, tlie pressure of 
man on the soil is everywhere heavy and in some iilui-es intolerable. 
Migration does something to relieve that pressure, but iirbun industry 
is not yet sufficiently developed to driiw off any ivosiderable {sirt of the 
surplus population from. the country to the town. 

(3) The average holding is small. A certain numlM'r are large enough 
to enable the fanner to live in reasonable comfort and to store up in 
good years reserves with which he may tide over a ituritKi of distress. A 
large number of holdings arc too small to support a cultivator and 
his family, unless he possesses smiie subsidiary si>un.‘e of income. Most 
holdings, lum'ever, arc of such a size that the cultivator can make both 
ends meet, but nnh* in gix)d years and by unremitting toil. For a 
majority of the pi^asaiitry of this pniviiwrc life is a constant struggle be* 
tween a crop and a crop; tliougli fur an nppn‘ciable iiiiioImt tlic sc‘vcrity 
of this struggle is mitigated by the possession of a subsidiary sounn' of 
income. 

(4) There is little s]Kire culturable land to come under the plough, and 
little chance, thcix'fore, of casing the prt'sent situation by an extension of 
cultivation. The gi'eutest lui]^ of improvement lies in some form of in- 
tensive cultiration. 

(5) Daring the List thirty years and more, “the maiiitenanee of the 
law and order, tlie defining and reenniing of riglits in land, the continn* 
ous reduction in the proportion borne by the land ravenue demand to the 
produce, the rise in the value of that produce and the growth of transfer- 
able rights in land have all contributed to enhance the civdit of the laiid- 
lK)lder.”(*) We have evidence, which will la* disciissiMl clsc-wlierc. that 
the most recent rent and revenue legislation in this province has, to 
some extent, diminished the landlord’s credit, partly by lediicing 
the value of land, partly by strengthening the positii.-n of the tenant; but 
this general proposition, ns laid down by the Iloya] romraisaion on 
.Agriculture, is still true 

(6) The same causes which have enhanced the cultivator's credit 
ha^ also to some extent enhano^^d his material prosperity. This is 
proved portly by a progressive increase in the number and value of his 
possessions such as cattle and other animals, ploughs and carts; partly 
by the spread of moneylending as a subsidiary occupation amongst culti- 
vators, a fact of which our w'itnesnes have much to say.C*) 

(*) Agricultiiral (ViDiiiiittKioirfi >13*2. Tlie word "Undlioldcr" m bm 

uad ineludet both landlord wnd tenant. 

(••) Qainquenniml cattle. cenaim retiimn bear evidence tn the in('re:iHf* in material 
fioaiwaaioiif. The lost vroa in 1925. The ratama at the emails recently token tn Jonnoiy, 
1980 show a decrease, but Dot so serious a decrease oe might have bam expected after 
two bod yearn. 
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(7) Bnt whilst his credit has been increasing the cultivator remains 
not only illiterate, but in the broadest sense uneducated. He not only 
is unable to keep accounts, but docs not understand the advantage of 
keeping them. He does not retilise the importance of equating expendi- 
ture to income. Meantime, he has to fulfil many religious and social 
obligations, to observe various feasts and festivals, to carry out various 
rites and ceremonies, all of whidi involve expenditure. He is the slave 
of custom, and must obey the decrees of custom in such matters. .\nd’ 
his standard of living is extremely low. 

160. 8nch is the economic situation of the cultivator of this prov;nce.. 
a situation d which indebtedness should l>e the inevitable result. Every- 
thing is against him. Because he is a cultivator he must borrow to aecure 
his crop. Because his holding is small and has to snpiK>i*t more persona 
than it can feed, he must increase his borrowing to keep those persona 
alive whilst the crop is in the ground. His caste and his religion compel 
him to Inutow a third time to meet the i-ost of customary festival or 
cnstomaiy ceremony. As his debt grows repayment of it grows more 
and more difficult, — until at last some calamity comes upon himv 
repayment becomes imimssible, and lie sinks into a state of chronic- 
indebtedness, from which death alone can release him. But as we 
have seen in an earlier chapter, if death releases him from debt it will 
not, if he is a Hindu, release his heirs. Ancestral debt forms an imjiortant 
port of the total volume of agricultural indebtedness. It is also a type 
of debt from which, in practice, the ficasant finds it peculiarly difficult to 
free himself effectively. 

160. Objects of agricultural horrotring . — ^The cultivator borrows for 
enmerous purposes; our questionnaire mentioned fifteen and our wit- 
nesses have added a gtxid many more. The pniqxMjes of borrowing vart* 
considerably in their importance. For instance, agricultural implements 
are of a primitive kind and extremely cheap; we are told that Bs. 1*2 
will buy a complete set. Borrowing for agricultural implements, there- 
fore, is almost unknown. Similarly, the peasant rarely purchases 
maniu« whether in cash or on credit; all the manure that 
he requires C(»nes from his own refuse heap and farmyard. 
It is only the cultivator who specialises in market gardening or the 
cultivation of potatoes, fruit or flowers that ever borrows monqy to 
pnnfhase superior fertiliaers.f^^) Borrowing to finance litigation or to 
repay old debt or accumulated interest only occurs occasionally; though 
the sums involved are usually large. Finally, borrowing of fixed capi- 
at to make any sort of improvement, which usually takes the foxrn of a 

the potato in FamiklMbid. 
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wall, a ^ery anoommon. A aingle tenant can rarely afford the expense, 
whilst his fields are ifenerally so scattered that it is iniposaible for him 
so to site a well as to benefit any large part of his holding; and, when 
tenants do build wells, several usually share the cost, and rarely barrow 
tor the purpose. Jjandlords occasionally, though far too rarely, make 
improvements; but the type of landlord who would do so seldom needs 
to borrow. 

161. The most common objects of borrowing ore : — (1) the purchase 
of seed, plough cattle and milch cattle, and the payment of labourers* 
wages; (2) tlie purchase of food, cloth and other domestic necessities; 
(3) the pa}rment of land revenue or rent; and (4) the financing of some 
social or religions function or ceremony. 

162. Agricultural debtor’ $ calendar . — The best method of realis- 
ing the relative iiniNirtanre of these various causes of debt is to follow 
tlie cultivator round his agricultural calendar. 

163 Before the rains break he muA provide himself with plough 
cattle. Whether he will need to borrow for this purpose or not will 
depend almost entirely on the supply of fodder. Where U is plentiful 
he will usually liave kept his aniiuals and need not borrow at all; but 
where fodde^ is scarce, the fanner usually sells his animals as soon as 
he can do without them, and purcliases afresh in Jime. The result is 
that borrowing for cattle varies greatly in volume in different |iarts of 
the province. Generally speaking, ex{x>nditiiru on cattle is greatest in 
the east and least in the west. It also varies greatly from time tc 
time, for, should the monsoon fail, the consequent shortage of fodder will 
drive cultivsitors to sell their animals, who normally would not have done 
so. 

164. From the end of June to the middle of Se}itcml.>cr the farmer 
.seldom finds it necessary to borrow. He is busily engaged in preliminary 
ploughing for the next rabi and in ploughing, sowing, wooding, and 
iioeing his kharif fields. But kharif s^ is cheap, and he has still sufli* 
cient spare cash or grain to pay his lahourers. 

165. From the middle of September to the middle of November is 
the busiest period of the entire year, duripg which the kharif is harvested, 
with the exception of the late rice, and tito rabi fields are ploughed and 
sown. And the cultivator's debt begins to grow. By the middle of 
September his stock of food runs shi^, and he must borrow grain for 
his own food and bis labourers* wages. He must borrow his rabi seorl; 
finally, towards the end of the period he must borrow to pay the kharif 
instalment of rent, for very little of the kharif crop is sold, being reserved 
for food, and he is consequently short of cash. 
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166. From the middle of November till the middle of Much the 
furoier has heavy expenses to meet. The late rice is being harvested; 
the sugarcane cn^ is being cut and crushed. .The rabi crop must re- 
ceive one vnitering, and, unless the winter rains are peculiarly favourable, 
a second and possibly a third. At first there will be little need toe the 
farmer to borrow, for his kharif grain will [oobably cany him through till 
the end of January; but his sto^s will then be exhausted, and he must 
once more borrow to keep himself, his family, and his lalmiirm alive. 

167. Harvesting operations begin about the middle of March and 

end before the middle of May, and the farmer now begins to reap the 

reward of his labour. For a while he must still borrow money and grain 

for food and wages, but most of his borrowings will be unproductive. He 

may have to finance a daughter’s wedding, for the marriage season is 

in full swing at this time; he will certainly secure a few rupees, a certain 

amount of letter grain than he usually eats, and a few luxuries, to enable 

him to enjoy the HoU festival. Finally, he will sell his produce, and, 

with the proceeds, pay off his short-term debt, his rent, and, if he is 

lucky, at least a part of the interest on his Iwig-term debt, too. . 

• 

168. DiatnbuUon of agrieulturtU debt according to ohjecta . — ^The 
nature of the figures on which we have based our estimates of distribution 
of agricultiunl debt according to the objec;ts on which it is incurred are 
fully described and criticized in Appendix 1, where the method of framing 
the estimates has also been explained. On the basis of these figures 
the total debt is distributed over the province as a whole in the propor- 
tions 30 productive, 34 unavoidable, and 36 unproductive. The debt 
classed as unavoidable, however, has all been spent on agricultural 
purposes; so that the total agricultural debt amounts to 64 per cent. 
The figures also show clearly the relative importance of those 
economic factors which are mainly responsible for the present 
state of agricultural indebtedness. Of the total debt 30 pw 
cent, is due to the needs of the cultivator's industry, 84 per cent, is due 
directly and definitely to his poverty, and 36 per cent, is due to the sodal. 
religious or legal cusUnns by which he is bound. The results are striking; 
there can no longer he any doubt of the principal defects in the present 
economic situation of the peasant. And if the [xovincial figures point 
out the defects, a comparison with the co-operative figures suggest (me 

remedy. The co-operative percentages are 47 prodnotive, 87 
unaviudable and 16 unproductive. In other words, the peasant who is a 
member of a co-operative credit society, though not better off than others, 
has leomt the wisdom of spending a good deal more on productivje and 
good deal leas cm unproductive purposes. Possibly it wonld be more 
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correct to say that, since co-operative credit is strictly controlled, he ie 
compelled to be wise, whether he would or no. 

189. CUusification of agricultural debt by periods. — Strictly speak- 
ing, a loon should not be classed as long-tenu unless, at the time when 
it was made, it was agreed between the parties that its recuveiy shonld 
actually be spread over a long-term. But in that case, debt would be long- 
term or short-term according as it was or was iu»t secunfd on a land mort- 
gage, which is a classification of no particular im|x)rtan(*c; for this is the 
only case in which a long term of repayment is ever fixed, and in the case 
of other debt, either a sliurt period is fixed or none at all. We propose 
accordingly to base our classification not on the period in which debt is 
reimyalde, but on the period in which it ought to be repaid. The 
material available for this purixmc has been dcst'ribcd in .\p}vndix 1. 

170. Tn the past economic and financial experts have been content 
to sub-divide credit and debt on the basis of duration into two classes, 
loiig-teria and short-term. But in more recent times it has been re- 
nignized that there is a third class, which cannot be strictly regarded as 
either long-term or short-term, but lies between the two. To this class 
the name "intermediate” has b<«n attached. (”'> In the United States 
of .VnuM'ica Special nnudiinery was introduced by the Agriuoltural Credits 
Act of 1923 to handle sticli finance, in the 8hai)e of National agricnltural 
credit cori>orations and Federal intermediate credit banks, both of which 
advance credit on the security of farm produce and live-stock, for a 
period that may not exceed three years. It is not oiir jHirixise to miggeat 
the creation of such organisations : the task of credit reconstruction is 
tjiiite sulliciently difficult without introducing this refinement. Never- 
theless. the distinction is convenient, for it enables us to (dnssify separate- 
ly certain kinds of debt, which are rarely repaid, or i ven repayable, in the 
longest period that cun suitably be descrilied as "short.,*' t.e., one year; 
but usually are, and certainly ought to be, repaid within three years. 

171. Distribution of agricultural debt by periods. — As explained 
in Appendix I, our examination of the distribution of debt by periods is 
iNised on 33| lakhs of classified debt extracted from our survey reiMUts 
and the evidence of various witnesses. It is necessary, too, to make it 
clear that these figures, partly by chance and partly by design, include 
a comparatively small amount of landlord’s debt, or rather of gamin- 
dar's as opposed to pattidar’s debt : otherwise the proportion of unpro- 
ductive long-term debt would certainly have been much larger. The 

(**) The BotsI Asricvltonl CammHWM ihimI the term for (.-ertein khide of debt : 

Kes^fSfedlC 
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foUowing table ahows the distribution of this sum into long-term, inters 
mediate, and short-term debt. The figures have been rounded for the 
sake of simplicity. 


’ 1 

Long tacm. 

1 

1 Intenneduiia 

6hoit-tcnn. 

Total. 

Amonnt. 

! 

8 

o 

Amonnt. 

1 

e 

§ 

Amonnt. 

c» 

! 

Amount. 

1 


Ba. 

■ 

Ra. 

■ 

Ra. 


Ri. 


Piodnotiire 

78,000 

■ 

5,19,000 

D 

7,01.000 

91 

19B9iOOC 

88 

UnftToidabla .. 

•• 

■ • 

3,85,000 

B 

4,64,000 

14 

7,99.000 

SA 

Unprodnotiva. . 

19,69.000 

88 

• • 

B 

•• 

•• 

] 

19,69,000 j 

i 

83 

Total .. 

18:46,000 

40 


9) 

11,66,000 

85 

38.57,000 

100 

1 


172. These figures may be further subdivided. 

(1) Produeiwe long-term debt is made up as follows:— 


Ab . 


(а) Gonstniotiaii of 

(б) Buildfaig of honwR • • 

(e) Aoqidiltikin of land 

(d) Aoqaiaition of iioar mill . • 


.. 12,000 

.. 7»000 

.. 64^ 

.. 9 s 000 


The last item represents a single (unsuccessful) venture. "Acquisi- 
tion of land" includes not only borrowing for purchase, but also for tak- 
ing a land mortgage; for, as we have mentioned elsewhere, the enter- 
prising agriculturist does not hesitate to borrow with the immediate object 
of lending, and the ultimate object of acquiring hind.(”) "House-build- 
ing" must generally mean the building of a better house, — ^bricks instead 
of mud — , betokening a rise in the standard of oomfiurt and as sudi 
desirable but only dubiously productive. Only Bs. 12,000, it will be 
noticed, have been borrowed for agricultural improvements proper, or 
under '4 per cent, of the total debt. 

(2) Produetive intermediate debt represents: — (a) borrowings of 
Bs. 8,59,000 tot tlie purchase of cattle, both draft and milch animals, 
with an occasional pony, and, in the hills, dso goats; (5) advances made 
by village headmen Ipadhana) in the Tarai and Bhaluir to fndnfm ien- 
ants to settle there, to the extent of Bs. 1,46,(XK); (o) ■» sum of 




(**) Ghapler 111 | pan. 116 . 
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‘Sb. 8,000 expended on field repairs in the hills, which probably repi v- 
•i^nts the .cost of terracing them. 

(8) Productive ehort-term debt relates to a variety of objects. It 
ib impossible to distinguish between them with any accuracy, for in 
^uany cases the amount IxiiTowcd for two or three objects has been shown 
.as a single sum. Of the total amount only 3 lakhs is classified in de- 
tail. Using this as a basis for apjxirtioning the rest of tlie debt between 
various objects we obtain the following figurt's : — 

lu. 

Scvd ■■ •• •• !^fl!lt000 

Other Bfrriciiltural piir|KMi‘ii (priiicipalJ^v uul to a vri>' 

umail extent purehasip «if manure i . . . • • • 2,2NMNN^ 

Other productive purpom'M .. .. •• 1.70,(KKl 

In the Tarni and lUinbar the amount borrowed fiw other agri- 
. cultural purposes is Rs. 1,45,000. and just over double the amount 
borrowed for seed (Rs. 7'2,(KX)). In the rest of the province the figures, 
are reverhod; the amount Ixirrowcd for seed, (Rs. *2,2:t,(NN)) is more than 
double the amount (‘X|)eiidcd on otlier agriciiltiinil purposes. In this 
IMtrticular case the variation is, no doubt, due to tlie peculiar circum- 
stances of the Tarai and JthalKir; but no explanation has been given 
of the figure, and, ns it is merely dt^scribed as “expenses of cultivation'' 
it is impi^silile to suggest one. Under "other (irodiictive purposes" 
a certain amoniii <if money has been borrowed Cor the education of 
-rhildron; the amount is its. l.KN) out of Rs. 21),00U for which we have 
details. The wliolc of the rest is deserribed merely as "trade”, and 
doabtlc.sK represeiith advaiiecs taken by agriculturist heoparie freun 

(4) I'wivoUUihUt intermediate debt consists entirely of Imrrowings 
for the paymnnt of rent and revenue. The sum is large, but there 
iiave prolrably been more borrowings than usnal i>n this account during 
the last two unfortunate j'oars. 

(5) The unavoidable ehort-term debt, with the exception of a thoD- 
•«and niiiees or si* sfient on iiiiscellaiiemis purposes, eonsists etitiiwly of 
•‘borrowings for subsistence. This figure, too, is probably larger than 
usual as the result of recent calamities. 

(6) Vnproduetive long-term debt is made op as follows:-— 

lU. 

ReiwrsMntofolddebt .. 4,MjOOO 

ExpeDdUmanaodatarniiilaween^ .. 4,80^000 

EximidUan CB KtipliaB .. .. 101,000 

SUsviIImmimh sitnrswcBDOs 7,000 tP* 

(") ii«c ChsiScr III, psn. US. 
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The figure for litigation gives a false iinpression of tJie litigirmnnneft 
of the province. Out of the total of Bs. 2,81*000 a sum of Bs. 1,40,000 
belmgs to the single district of Bae Bareli. Even in that district it is 
misleading, for out of 7,178 tenants or small landlords regarding whose 
indebtedness inquiries were made by the settlement o£Boer, only 180 
had borrowed money for litigation; and these are responsible for the 
entire sum of Bs. l,40,0rX). The average works out at just over a thou> 
sand rupees |)er debtor, but the amounts due by individuals vary 
greatly. Nearly all these debtors belong to the higher castes and many 
of them are small landlords. 

173. The head “miscellaneous extravagance" is described by most 
witnesses as “waste", and few details are given. In one case a debt of 
Bs. 900 was contracted to buy an elephant, apparently for no better 
reason than that the family had possessed elephants before. 

174. Correction of figures to allow for landlords' debt . — We have 
stated aboveC^) that the sum of 8^1} lakhs on which we have based this 
discuMioD includes very little landlords’ debt; and we have now to modi- 
fy our results accordingly. In a subsequent paragraph, (**) we have 
estimated the total debt at 124 cixires: of which 54 crores may be taken 
as similar in its distribution to the present 38^ lakhs. The balance of 
70 crares is landlord’s long*term mortgage- debt. The total of long-term 
debt is then 40 i)er cent, of 54 crores plus 70 crores, or 74 per cent, 
of the whole. Tlie intermediate debt becomes 11 per cent, and the short- 
term debt 15 iier cent, of the whole. 

175. The most striking feature in these figures is the {>rei)osterous 
discrepancy between productive and unproductive long-term debt. In 
an agricultural province like this, where the peasant is notoriously poor 
and where, for various reasons, the only hope of bettering his lot lies in 
free expenditure of long-term capital on land improvements, it seems 
^credible that, for every one rupee spent in this manner, nineteen ore 
spent on purposes wliich, however much cnistom may enjmn them, none- 
llieless involve extravagance far lieyond the means of the debtors. In 
a previous paragrapli we have mentioned reasons why tlie peasantry 
are reluctant to spend money on the making of wells or other improve- 
ments, namely, that a tenant can rarely derive benefit from such ex- 
penditure except in partnership with other tenants: that landlords rare- 
ly spend money in this way; that when either a partnership ci tenants 
or a progressive landlord does cany out any improvement, there is ael- 
dnm need to borrow for the purpose. These figures, however, suggest 

” (••) I’m. in" 

<>•) I'm. 90L. 
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wiother and even more imfiortant cause, namely, that the cultiTator, 
urbo at beat poasesses but a limited atiionnt of credit suitable for ItHig- 
term debt, has used so iiinch of it for his iinpmdurtivo borrowings that 
he has none available for any more profitable purpose. But, what- 
ever the cause may be, the situation, ns disclosed by the figures, is 
highly unsatisfactory. 

176. Effect of unpunctual repayment on the distribution of debt 
by periods . — The distribution of debt into long-term, intonuodiate, and 
short-term which rve have given above is based on the nature of the debt 
itself. It does not, however, correspond to observed facts, for the 
rural borrower is traditionally tinpiinetual in ’makiiig re|iayinent. It 
is this which explains his j>rr‘fertmce of the moneylender, who is will- 
ing to give him almost unlimited grace, to the co-o{terative society or 
Government who insist on payment at due dnU.>. He forgets that he 
har to i>ay a high price, in the sliu|)e of interest, for the grace which 
the moneylender afionls him. The result is that a large amount of 
debt which is of a short-tcTiii nature, iiltiniately by lai>stf of time be- 
comes long-term debt. .\s an example we may (piote the figures of m 
\ilhige in Benares district where the distribution of its debt of 
lis. i7,0.*!4, ae<-ording m its nntiiiv. is 0 p(>r cent, short-teriu, 11 per 
cent, intermediate, and 8(i |ier cent, long-leriii. Bui of this debt 3() 
I’cr cent, has been rnniung for over one but less than three years, OO 
{K'r cent, fur iieriods between 3 and 31 years, and only 1 per cent, for 
less than one year. In this village, therefore, most oi the short-term debt 
has already passed into the next or interniediatt? atoge, and a great deal 
more will before long pass into the long-term stage. 

177. The nature of this process of evolution is described by many 
of our witnesses. The peasant borrows small sums from time to time’ 
frcHn the moneylender, which, in the course of iv year or two, grow to 
.I large figure. Tlie moneylender tlicn calculates intere'st on all of them 
and causes the debtor to execute a promissory note for the total, which 
begins to run at a fixed rate of interest. Every third year interest is 
added to ivincipal, and a new bond is executed for the total amount. 
FVom time to time the debtor will borrow money from one creditor to 
jjay off another; this snbstitntea new for old debt, and the process of 
evolution commences afresh. In this matter, however, it is possible 
to draw a distinction between tenants and landlords. The tenant will 
always, if he possibly can, pay oil at least his fihoit-tenn debt punctually, 
and, as s role, (mly postpones payment when the harvest has failed or 
some other calamity haa occun^. The repayment, no doubt, is often 
merriy nominal, for a tenant who, having paid off his moneylender, find* 
himwlf duNTt of money to pav bis rent, will immediately borrow again 
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for that purpose; but, at all events, the repayment has stopped accumoia- 
lion of interest. With the landlord, however, “time and pnnctnality are not 
matters of importance,” and the progress of his debt from shart-term to 
long-term is generally unbroken. The total volume of long-term debt is, 
therefore, constantly increasing. But the pace of its increase is greatly 
accelerated after a succession of bad years, for at such a time new debt 
is accumulated and repayment of old debt ceases. A case has already 
•been mentioned of debt which began 31 years ago, just after the severe 
famine of 1807-38; and in a report from Basti another debt has been 
traced back to 1868, wliich waa also just after a famine. In a third 
case, from a Bao Bareli village, practically all the old debt is said to 
i>elong to the famine years 1907-08. And in all probability that famine 
morka the beginning of moat of the old and ancestral debt now in exist- 
ence. 

178. Dhirihution of credit tran/iactions according to medium . — 
The credit trnnaactiona prevalent in the province may take one of four 
forms, occonling to the medium in which advance and repayment res- 
jieotively are made. These are : — 

(1) Where both advance and repa 3 rment are in cash; 

(2) whore advance is in kind and repayment in the same kind; 

(8) where advante is in kind and reijoyment in cash or in some 

different kind; 

(4) where the advance is in cash <ur kind and repayment is in 
service. 

Of these four types of transactions only the first two are loans in 
the true sense of the word. The third (dass of transactions are pur- 
chases on credit. The last may be most charitably regarded as an ad- 
vance payment of wages for service; but is usnally described, as it pro- 
bably is, as a relic of serfdom. It is reported from various places; 
but it seems to bo most common in Gorakhpur. Basti. Gonda, 
«tnd the Tarai, all of them in the submontane tract. In Basti and 


Tlie folkiwiiig quotntion from the Baflti Hetilonient Beport of nhowB that 
at thftt timo ierfclom wm still in emtenoe. Domariagu^ ia the north-werteni tahail of 
BaaiL " The majority of the ploughmen in the north of BomarianmJ are still serb, who 
in oons'deration an advance of cash, have bound themselves, their wivra and childien, 
to work for their master until the money ia repaid. Of coursp, the money is never repaid 
bat the condition of the ploughman ia not one of actual idavocy. The oontraot of the 
* Nfiirdl; * liond would not 1w enforced by the Oourta, and when the lotaaJisi ia disaataafied 
with hit employer ho aimiily nina away and takea aervioe ebewhere. The new maatm 
neneeally takea over the debt. A man who keepa amn-away plftnghiimn, aoil n. 

fiMM to pay the money owing to his former maator, is oomiilend thoroni^lv diihciiiBBt amJ 
<• danonnoed ai afo-imaa. The price of a ptoaghmaa and hla wife ia generally team 
Via. BO to QU.*’— llaati Settlement Report, ld91s paoe 30. 
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^ronda sen'ice is definitely a nielhod of repaying the principal 
of the debt. Tn the former diatrict, for instance, the debtor 
icnntracts to {tive his own services or those of some memlier 
erf his family free for a whole year. Tn the Tnrai and Gorakhpur, cn 
the other hand, the service is occasional and appears to he in lien of 
interest. In Gorakhpur, for instance, the debtor must plough his cretli* 
-tor's fields with his own bullocks once in each croivseason, or, if he has 
no bullocks, perfomt some other field work for two days. In (^ndn, 
it is said, the debtor is often tricked into taking a bond on a very high 
rate of interest which he cannot- possibly repay, so that he may subse* 
■qnently be offered the choice of working off the debt by labour; for 
farm servants are in high demand amongst the high custe agriculturists 
of that district. 

179. 'riie third class of trunsnciion is common, but probably does 
not account for any large |mrt of the total debt. It covers such rases 
«B the iMirchase on the inslahiient aystein of rattle from the wandering 
-uuttle dealer, or oi cloth from the Kabuli, as well as of minor ti'iinsnc* 
tions witli tlic village bania, Tlie most curious transactions of this kind 
,iK all conn(>ctcd with cuttle. In the Tnrai and Dhnbnr, and possibly 
other places, there are cattle-dealers who in iNiyment for plough oxen 
receive h^f the produce of the debtor's fields after the village headman 
\padhtm) has taken his sliarc; and in Etawah a loan to fiundiase a milch 
<-ow is often reimid in ji/icc at the time of her calving, at a rate w*hit‘h 
tneaiiB a profit uf between \V) and 40 per cent. Elsewhere, there is a 
tustoin known by the name of adh batai, where the price of a cow bought 
cn credit takes the form of half the value of her male calves. 

100. 'Hie first two tyiies of transaction account for all hut n- very 
small |mrt of agricultural debt. The only advance which is made in 
kind and repaid in the same kind is of grain, whether for seed or suh* 
■srst-ence. In some places the bisaria (gmin-lender) will only agree to 
-make an advance in grain if its price is running low; if the price is liigli, 
tlie debtor must borrow cash to buy it. On the other band, in some 
parts of Oudh the bimria will refuse to accept anything else but grain 
an payment, so that the debtor, if he has none of bis own, mast buy it 
to repay his debt. A grain debt is only converted into a cash debt 
■when repayment has long been delayed, and the amonnt has accumu- 
lated unduly. In Besti the practice of grain advances is said to be dying 
amt. 

181. By far the greatest number and voinme of agricultural credit 
traneactioos fall in the first clam. It includes all long-term debt, whe- 
ther productive or unprodnetive, all intermediate debt for the payment 
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of reTeirae or rent, a greater part of the debt contracted to pnrcbaee’ 
cattle, and a considerable part of sliart-term debt. There ue great 
differences of opinion amongst our witneases regarding the pn^tortioiii 
which cash transactions bear to transactions in kind. No doubt that 
proportion varies greatly from place to place. The proportions most' 
commonly suggested ai-e 76 cash and 25 kind; but, judging from the- 
figures given in {lani. 171, the latter is certainly too high, since the total 
amount of debt for seed and subsistence together is less than 23 per 
cent, of the whole. Allowing for the fact tliat some grain is undoubtedly 
purchased in c’nsh, probably 20 per cent, is an outside figure. 

182. DistrihiitioH of debt with relatim to holdings etc. — ^For the- 
discussions of debt distribution which follow we have used other statistics- 
than those referred to in iirevious paragraphs. The nature of these- 
slntistics is explained in .\ppcndix 1 and need not be repeated. It is, 
however, necessary to draw attention t-o one vei-y important point which 
affects their nature. The figures were all collected in the months of 
February and March of the current year, just before the rabi harvest. 
This is the time -when in any year debt is invariably at its highest. (*')- 
On the present occasion, however, there are three special causes at work 
which must have had the effect of still further increasing debt. Firstly, 
ever sinc.e the kharif of 1928, the province has suffered a series of 
agricultural <ralninities, resulting in one crop failure after another. There 
is reason for hoping that this period has come to an end with the 
present rabi;^ but debt must meantime have been accumulating as the 
result of the |ieasunt’s diminislied ability to repay. Secondly, during 
the last two years Government had advanced about 190 lakhs of taqavi, 
probably the highest figure on record since the famine of 1907-08; and 
though much had been repaid before the end of March, well over a 
<'ron> was still due, whilst the normal outstandings would generally b»' 
about 20 lakhs. Thirdly, the Indian Child Marriage Act, better known as 
the Sarda .Act , came into force on .April 1, and many parents who object- 
ed to its provisions took advantage of the interval between its passage 
and that date to evade them. A very large number oS marriages took 
place betcj'c the end of Mardi which would otherwise have been delayed, 
with the result that marriage debt too must have been unusually high. 
In shi'rl. it seems certain that our statistics, instead of repreionting a 
normal state of affairs, constitute a record. On the other hand, it also 
seems certain that an unusually large proportion of the debt in ezistanoo 
at this time, {srobably not less than M per cent, as against the nonnal 

Bvideace. VoL H, p- *. 
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^ per cent.,(**) represents short -tenu borrowings either for seed or for 
subsistence, which would be repaid after the first good crop, so that of 
this debt probably one half has already been reiiaid, at the time of 
writing, (‘*) or will shortly be repaid. 

183. Debt-free and indebted among tetMute and peasant proprie- 
tors . — ^The statistics recorded by settlement officers during the course 
of the economic inquiries show^ a large number of debt-free tenants 
in the six districts V'ith which they were dealing. t^'i Their figures are 
reproduced in the following table : — 


District. 

Ucbft-frro. 

Indebted. 

Humber. 

i*eroenUgc. 

Number. 

rareontft^e. 

PMUbgark 



• • 

e,aas 

71 

6.477 

99 

Bar A Jlffioki 



• • 


60 

8.U76 

86 

liiieknow .. 



• ■ I 

a,a7s 

66 

1.078 

87 

Unao 



• • 

1.9U 

55 


45 

Bfte Bffiriili 



• ■ 


4» 


67 

Bndaun 

•• 


• • 

Kiii 

06 

1.571 

49 

• 


TcUl 

• c 

9U.5tJ0 

01 1 

16^840 

80 


Thci^ figures appc4ir incredibly favourable, and indeed caused sur- 
prise Ixith to the setlletneiit officers who colltHstod them and to ourselves; 
and the Chairman, who first examined and diacussed them, was at some 
pains to suggest that if they were correct they were due to special 
•causes. Our sc^epticisin on this point indi'cd was one of the causes 
which induced us to obtiun further returns of debt, as explained in 
Appendix I. Our own statistics, however, merely seiTc to corrobomte 
those collected by the settlement offiters. The following table shows 
the figures for the eight natural divisions and for the province as a 
whole ; — 




Debt free | 

Indebted. 

DlelaioD, 


Humber. 

3 

s 

•a 

1 

Humber. 

PoroenUge. 

Himeleyu. Wait 


515 

57 

869 

48 

Bab-HImuleje. Weet 
lado-GMjouo PUio. Weet 

m e 

• • 

664 

8^605 

40 

3.i 

i,sai 

7,885 

60 

64 

lad»*QuBgelio PUtni Otntrel.. 

• ■ 

6,016 

47 

7.788 

61 

OmitrAt Zndift Plateuv 

• • 


87 

8.S88 

68 

BMlButpnrae 

m m 

165 

57 

196 

41 

Bub-BlabU j»» EMt 


6376 

55 

4.415 

45 

laio-0«B94tio PlftlBi Bull 


a,wa 

61 

9.984 

80 

Tbtal 

.. 1 

a>,8Bi> 

*46 

97,515 

61 


(>*) Dee psn. 171. 
n May Mih. 

(*') For s fall diKOMioB of tIuM rtmtisties see Evideiiee, vol. II, p. 3. Tbty sf 
abo icfcnad to ia Appndis I. pm. S. 

n Eis xnMib will ba louad in SrideaM, vol. II, pp. 8 •< wtf. 
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Oar flgares no doabt are genoelly smaller than the settlement figoiea. 
For this difference, there are adequate causes. 

(1) Dnrini; the interval between the collection of Uie settlemmt 
officers* returns and our own, the agricultural position had grown worse, 
and debt had increased, for the j^aaons explained above. 

(2) Wliilst onr own returns were collected at a time when debt 
would in any case have been at its highest, many of the settlement- 
returns were collected at a time when it was relatively low. 

(8) Five at least out of the six settlement districts are prosperous 
above the average,-^ fact made abundantly clear by the arguments given 
in evidence,(”) and conohorated by their relatively light burden of debt 
ns disclosed by our own figures. 

184. Tlie first two of these assertions are supported by a compari- 
son between the earlier and later returns in respect of the six settle- 
ment districts. The figures are given in the table ImIow ; — 


Dliferiet. 

Percentagg 

Earlier 

figures. 

^of debt-free. 

Later 

figures. 

Psctiibjjarh 

•• 

• • 

• m 

• • 

•• 

71 

49 

Bafb Braki 

• • 

m e 

m • 

• • 

•• 

05 

56 

lAcknow 

• 

• ■ 

■ « 

• • 

• • 


63 

87 

Otaao .. 

■ • 

m m 

■ • 

9 9 

•• 

55 

47 

Bao Bareli 

m m 

m m 

• ■ 

m 9 

• • 

48 

48 

Bodaan 

• m 

m m 

•• 

• 9 

• • 

£8 

67 


Tt will be noticed that in four districts out of the six, the position 
is considerably worse now tlian it was when the settlement officers 
reported. In tlie two where *the position has ostensibly improved, there 
are siiecial causes. In Budaun our own returns relate only to a very 
small nhniber of persons, whilst in Bue Bareli the settlement officer’s 
figures were uiwet by an amazingly large amount of litigation debt.C’*!' 


(**) ETidanoe, vol. II, p. 3. 
{**) 8w iwrasraph 176(2) sbuve. 
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185. We hftve now to condider whether, in view of the ooineidaiice 
between tlie earlier and Inter dtatisticn, any room is left for aceptieiam. 
regarding their aocnracy. Debt is so common a phenomenon amoQgat 
the peasantry, that indebtedness carries no stigma with it. There are 
possibly some tyjies of borrowings, sach as those for subsistence, which 
the higher caste debtors, at all events, will be ununlling to disclose. It 
is also probable that a debtor, of whatever caste, may have good practical' 
reasons for not discriosing the whole amount of his debt, lint we caiv 
scarcely believe that any debtor’s natural reticence would carry him 
ao far as an assertion that lie was entirely tree from debt. Further, the- 
figures were i-ollected both in the case of tlie settlement and our owir 
statistics by tlie revenue staff, namely the patwari and Ins RU])eriar,. 
tlie snpcr^'isor tianiingo. 'riiese officers, especially tlie former, are- 
intimately acqiiaintefi with tlie villagers and, tlioiigli they might not lie- 
able to state the exact extent of any particular villager’s indebtedness, 
would ceiiainly Ik‘ able to eoiifiite any debtor who asserted tlmt lie was 
free from debt, and as (N>rtiiiniy would refuse to give effect to tlmt 
statement in any records that they were compiling. Indeed, in Off cases- 
out of ino vrhere a bond had imssed the scrilK^ would lie the jiatwari 
Iiimwlf.t“-''t I'ritna facie. tliiTcfori*. llicit* sia'ins no reason wlmtevor 
to doubt ai-ciiraey of tlie debt-free figures, however niiicii they may 
run counter to the ai-eepted ideas on tlie subject lluuigh, ns ex- 
plained in tile next |Kirugni|iIi. friH'doiii from deiit is not always a matter 
for eungi-atulati<in. 

186. Distribulum of ilvbt by huUUayK. — iu) The tlrbt-frec . — Iir 
table V. the del>t of tenants and |ioasiint proprietorst*^) has been 


(**) Sjiuiilar uTgiiiiK-iiiA ap|>ly to tliu coiihum rfiiiniM. Oiio of tint grcHlj^Hi. Hafu- 

guards of tliv avnirury of tliose returns is Uie fart tliat -iro ritlier rollocled or 

examined by tho patwari who can from bis own knowledge correet any niisstatenient 
of fact that may br made. 

Anotlirr line of argiifiinii Ims breii siiggested to us as supporting llie acicurory 
of these statistics of debt. The average villager is geuerully suspicious of official dJ- 
mauds for infurmation of an unusual kind, as a demand for information rngaidiiig debt 
would be. He is apt in such a case to ask himself (he old qiiestifin hon»** (who' would 
beneBt); and he is ^ually apt to furnish only such and as mncli information as he 

tLinks will benefit himself. At the iioM when these inquiries were made, the uillager 

had only recently, and partly, emerged from a period of ailversity, during wbieh Qoveni-« 
ment had rendered an unusual amount of sssistaDce both in the shape of leqeet atid 
remissions or suspensions of rent and revenue; for which Msistance he was after hia 
own fashion grateful. But gratitude is a lively sense of future favours, and in such 
circumstances, he may well have supposed that the curlaslly of a govenmienl officer, 
regarding his debt was a presage of further coDnessioiM of the same kiwi ; in which case, 
id eoQise, be would have been more likely tc exaggerate ihah minimise his ^bt. 

(•*) For a deHnit'iin of this lerin in this connexion, see Appendix I, para. Id. 
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distributed according to the size o£ their holdings. HoldingB have been 
arrange in four groups, (1) less than 6 acres, (2) between 6 and JO 
ncres, (3) between 10 and 20 acres and (4) over 20 acres. Unfortunately^ 
■our statistics as collected do not show the number of debt-free separate^ 
for each group. This, liowever, is a matter of comparatively small 
moment, for we can obtain the information required from the settle- 
ment statistics mentioned above. These show very little variation 
l^etween groups; the percentage of debt-free in the first and third groups 
is 69, in the second it is 67, and in the fourth it is 66, with an all-round 
^average of 68. We shall not, therefore, err greatly if we assume that 
the percentage of debt-free in each group is the same as in the total i.e., 
that the total provincial percentage of debt-free, namely 46, represents 
-46 per cent, in each group. 

187. Tliis result is again prima fade contrary to expectation. Une 
would have naturally supposed that the proportion of debt-free wr>nld 
have varied directly with the size of the holdings, and that there would 
have been relatively fewest of them in the first group and most in the 
fourth. The exfilanation, however, is not far to seek. 

(1) It is amongst the small holders that are chiefly to be found 
those villagers who irassess a subsidiary occupation; for instance, the 
village artisans, such as the blacksmith and carpenter; the village servants. 

..such as the barber, the tanner, the kahar and the priest; the farm ser- 
vant, such as tlie ploughman or utttle-herd. All of these usually possess 
only small holdings, but because they possess other resources are often 
better off than cultivators with larger holdings. And, indeed, it is pro- 
bably more correct to say that in these cases agriculture is not the 
primary but the secondary occupation. 

(2) Members of market gardening castes such as the Eoiri or Murao 
•usually have only small holdings, but by their intensive cultivation of 
epecially valuable crops derive therefrom an income which is often much 
larger than that derived from a much larger holding by an ordinary 
onltivator. 

(3) Thanks to their extravagant habits, few tenants of the higher 
oastes are ever entirely free from debt; and such tenants possess more 
4hBn their fair share of the large holdings. 

(4) . Freedom from debt may be due imt to a sufficiency of in- 
come, but to an insufficiency of credit : a peasant, especially a yeiy 
-poor peasant, may be free from debt merely because nobody is willing 
to lend to him. Such cases would naturally be confined to small holders. 
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188. (5) The debtor*. — dietrilmtkm of debt aooordin^; to the 
riM of the holilinge in the province as a whole may be tabulated b» 
folkma 


CIm. 

i*erooiitAg(i of— ^ 

1 

IMS 

Dobiom. 

1 

X)0bt 








K*. 

1 .s 

• • 

• • 

• • 

• • 

51 

82 

108 

IX .. 

• ■ 

• ■ 

• e 

■ • 

1 5b 

87 

167 

IXI .. 

• • 

• • 

s s 

• m 

li 

88 

8TA 

IV .. 

• a 

• • 

• • 

m • 

7 

Id 

4J7 


These figures prove that whilst the largest nanil)er of debtors i» 
found amongst the {leassnts with the sniullest holdings, debt is heaviest 
amongst those with the largest. Both results are natural enough. Few 
small fannets enu work except on credit, whilst the big farmers, though 
they may iiossess larger resoun^es of their own, yet have more extensive’ 
o|iorations^o finance. (.)n the other hand, it is proltable that a relatively , 
large part of the small holder’s debt is either productive or nnavoidablei^''' 
whilst as the high caste tenants usually hove more than their fair 
sliore of the larger holdings, a relatively large part of the large holder’a 
debt will be unproductive. 

189. Of these results, the second is observed not only in the 
province as a whole, but also in smaller areas. Of every natural divi- 
sion, excluding (he hill tracts, it is true that the larger Iho holding the 

heavier the debt. It is also true of 33 out of. the 44 plains districts. It 
is not, however, so universally true that the largest number of debtors 
is to be found amongst the tenants with the smallest holdings. The 
number is largest in the second group in three districts of Sub-Himalaya, 
'West, in seven districts in the western Indo-Oangetic Plain, and in the 
four ^stricts of the Central India Plateau. These are all districts where 
tlie average holding is relatively large. It can, however, be asserted 
that the number of debtors in the two lower groups taken togethw is 
always infinitely larger than the number of debtma in the two higher. 

190. Debt and the eeonomie hoZdmg.— In a pravhma chap(sr(**> 
we sub-divided the province outside the hills into five tracts according 
to the aiae of the avenge hdding, and also calculated, on the bosia of 


(**) C huSw U. pan. M, at Mf. 


7 
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^wwageB, the minimum eoonomio hdding for each tract. We have iiow 
to ooorider the burden of debt on the holding by the produce of which 
it is secured, which involves a further consideration of that indeterminate 
concept, the economic holding. For indeterminate it certainly is. As 
we have pointed out, it is subject to many causes of variation, the 
nature and location of the holding, the caste, cnstmns and drill of the 
cultivator, his standard of comfort. It is scarcely an exaggeration to 
toy that there ore as many economic holdings as there are cultivators. 
An economic holding, in a word, is an economist’s abstraction. It is an 
amalgam of averages, — average distribution of soils, average cropping, 
average ouftum and prices, with on average tenant paying an average 
rent, possessing an average family, and incurring average expenditure. 
Yet some of these averages involve hopeless impossibilities. A cropping, 
for instance, which is ]x>ssih]e in a million acres will be imixKsibIc in a 
holding of three acres. (**) Again, the number of members in the 
average family is 4*6, which is plainly ridiculous; whilst the average 
tenant has no more real existence than Professor Marshall’s “economic 
man.’’ Nevertheless, an “economic holding” has its uses, at all events 
for the purposes of argument, since it fixes a point round which argu- 
ment can centre. 

191. With the assistance of the figures before us we have en- 
''^deavoured to calculate for each of the tracts mentioned above the 
number of holdings which are below and above the mini- 
mum economic holding. We have assumed that in each holdings 
group, the debt-free holdings are 46 })er cent, of the total. We then get 
the figures given in the table below : — 


Trad. 

Nnmber of holding! in — 

TotBl 

nnmber. 

Minimum 

eeonomio- 

hol8ini{ 

(aeree). 

Group 

1. 

Group 

11 . 

Otonp 

III. 

Group 

IV. 

Soaihern .. .. 

a.sie 

9464 

1.608 

1419 

7.109 

9*8 

Weatern .. : 

‘ a.4GQ 

9S14 

9.466 

888 

8.684 

5*0 

North Central 

M06 

8.916 

1,079 

406 

EDFO 

■ 4*7 

South Central .s 


8,851 

1.83L 

645 

19,657 

4*7 

Naelern •• 

1 

8»0S4 

9,954 

807 

806 

11,8S8 

4*0 


The results of these figures are os follows: — 


(1) The first group represents holdings of under 5 acres. It follows, 
therefore, that in the western and southern tracts all the holdings in 
the first group are below the minimum economic figure, whilst in the 
other tracts nearly all are either at that figure or below it. 

(■*) For iutanee, the nee em in tlw “economic holding’' ot m dietriet liko lleemt 
would ho abont th* oIm of s biUised table. 








(2; In the southern traetj all the holdings in the second group are 
mbo at or below the minimum economic figure.^ 

(3) The rest of the cultivators in group II, and those in group ITI 
in the southern tract possess holdings at or somewhat above the minimum 
economic holding, have a certain suri>laa in good yours and may be 
regarded aa fairly well off except in bad times. The numl)er of these 
is 13,241 or 26 per cent, of the whole. 

(4) The remainder. tHnisisting of nil the holdings in group III 
except in the southmi tract , and the ciiltivutura in gtinip IV, may be 
regarded as well off in n grc^iter or less degree. 'J'heir iiiiiiilier is 8,fl42 
or 18 per cent, of the total. 

192. Tlie ixtsition cun now be 8iinuiiuri/.ed tlius. tif all tenants 
and iieasnnt pmprietors 18 {ler wut. can be regarded as welbto-rlo, of 
wiuiiii 8 |H'r cunt, arc free fniin debt, (b) 26 per cent, can secure in a 
guutl year a margin to carry ilium over a bud year, of whom 12 ]ior cent. 
eitluT by ivuson of greater llirift or the iHJssi'ssioii of soinn subsidiary 
oociifiation are free from debt, (r) 56 fier cent. posM^ss holdings either 
at or below the minimum economic figures, of whom 26 {ter cunt., liow> 
ever, by reason of subsidiary ts'ciiitatioiis are free from debt, but must 
obviously hafre some diniciilty to kcu{) tlicir heads nhuve water. 

ItKl. In a former cluiiitert'") we divided the tenants ac‘(M}rding to 
their economic circumstances into three classes : Wo stated — 

(1) that the numljcr of tenants whose holdings are definitely un- 
economic and who also {losscss no other siibsidiary aourees 
of income was small; 

<2) that the number of tenaiits who possess lioldings of the 
average size or above it is smaller than that in the former 
class; 

<3) that the great majority of cultivators either {hmscsr holdings 
at or just alxive the economic level, or {sissesB uneconomic 
holdings with a subsidiary occujiation. 

We can now prove these general assertions by definite figures. The 
proiioriion falling in the first class is .30 per cent. The proportion 
falling in the second class is 18 per cent. The third class conaiata of 
the majority, viz., 52 per cem.f”') 

104. Butden of debt per acre . — Dut if the amotmt of debt paid by 
the smaller holder is not so great as that paid by his wealthier fellows, 

(?*) Chapter IT, per*. 64. 

tV) The 80 per cent, represent! thoee in pan. 198<c) that are riot debt fre^; the 
96’ per cent, repreaenta the net of thoae in paia. plue thoee in para. 102(6). 
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there is no doubt that the burden of it is relatively heavier on the 
former. To prove this assertion we have attempted to work out the 
incidence of debt per acre of holding in each of the four groups. Foe 
this purpose we have assumed that the distribution of the holdings ia 
normal for the tract to which it belongs. On this assumption, obviously 
the area concerned is the number of holdings multiplied by the ava»g» 
holding of the tract, which figure can by experiment then be sub-divided 
between the various groups. On this basis we arrive at the following 
figures: — 


Tfaofc. 

Group 1. 

Group Zl. 

Group III. 

Group IV. 

ATorago 'Dahl par 
holdiagsj aera. 

Averaga 

holding. 


Avaraga 

holding. 

DeMpi. 

.ere 

▼aragaDabtpar 
holding.! aora. 

1 

Bottlhirn 

4*5 ! 

17-0 

9-5 

9-2 

15-0 

D-8 

88-5* 

■WPB 

Waatorn 

4-5 » 

U‘8 

7-0 

28-8 

12-0 

21*1 

BaEi 


North Gaotnl • • 

' 4-0 1 

22-6 

7-0 

16*4 


18-8 

Ksl 


Sooth Cestral • • 

2*8 

89*4 

6-0 

25-9 

10-0 

80-7 



Baataro 

2-2 

63-1 

■H 

66-7 

10-0 

67-0 

Bii 



These figures show that the burden of debt in relation to the size 
of the holding is heaviest amongst the small holders in gitinp I in every 
tract except the eastern circle, where debt is enormously high in all 
groups. The reasons undoubtedly are the presence of a large number of 
{lermanent tenure-holders and fixed-rate tenants whose holdings are- 
transferable, — a fact which greatly increases their credit and with it 
the temptation to run into debt. The general conclusion, therefore, 
is that the small holder, though he may owe relatively less than his. 
more prosperous fellows, has nevertheless to bear, relatively to hie 
economic einmnutaneee, a far heavier burden of debt than they. And' 
this disquieting conclusion is only partly mitigated by the fact that; 
a relatively low proportion of the small holder’s debt is long-term; for, 
as has been explained elsewhere, short-term debt, if allowed to accumu- 
late, is apt, as the result of the moneylender’s eccentricities, to become- 
kmg-term debt. 

196. Burden of debt in terms of rent. — ^In Table VI debt is com-^ 
pared with rent and arranged in three classes according as (1) the debt 
is less than one year’s rent, (2) between one year’s rent and two yeani^ 
rent, and (8) over two years’ rent. In this we imitated the settlemaiit 
statistics to which we have frequently referred. This classification afftirda- 
an excellent measure of the burden of debt. “Writing in 1911, Mr. idore> 
land stated that the rent paid by a non-ooeupan^ tenant was betweem 
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10 and 20 per cent, of the value of the groee produce of his holding. 
Sinoe then both rents and prices of produce have risen, but the latter 
have risen relatively much higher than the former, tlie growth fd whk|i 
has further been artificially retarded by the acquirement of preferential 
rights. It may be taken, therefore; tliat rent is relatively much less of 
a burden than it used to be. A tenant wlio owes less than one year’s 
rent can. be regarded as lightly indebted, since in almost any circum- 
stances, except an agricultural calamity, he would always be able to 
pay off the debt at almost any moment without inconvenience. A 
tenant who owes more than one year's rent but less than two years’ is 
moderately indebted; but if be owes a siiiii greater tbaii two years’ rent, 
he is undoubtedly heanly indebted. "(**> 


196. Over the province as a whole the figures are as follows : — 

ItumbM of tounir. Pweents^v. 

.. .. .. ., 28,950 46 

Indebted for IMS than oea yMt’s not .. 6,108 10 

Betwnnn one nnd two yoart* mat .. S,21S 10 

Over two ynrii* cost .. .. 10,101 82 

We ina} regard the debt-free and those who owe less than one 
year's rent as “nnencumbered,” the others as “enoimibered.” The 
uncnciiinbercd then amount to 58 per cent, of the whole and the en- 
cumbered io 42 per cent. These figures are much less favourable than 
those reconled by the settlement officers in the six districts mentioned 
in imragraph 183, where the figures were 76 iineiH’iimbered and 24 en- 
cumbered. The cause is once more, fintty, the agriiMiltiiral calamities 
recent years which have resulted in the accumulation of debt, and 
secondly, the fact that at the time when the figures were collected debt 
was at its highest. 

197. Tn the following table we compart* the settlement figures and 
our own in respect of the six settlement districts ; — 


District. 


Psrtsbgsrb.. 
Bscs Bsnkl 
boebBMr 
Uaso .. 
Bss Bsrcli .. 
Bsdsnn 


Uneacniubtrod. 


Ssittsmsat 

flgorss. 

PrcianI 

6gurM. 

61 

63 

bl 

78 

70 

55 

60 

67 

66 

67 

•SO 

70 


Eucumbirsd, 


Satllameni 

PrsasBt 

0^raa. 

Isaiss. 

10 

87 

10 

97 

91 

45 

81 

88 

1 M 

08 

30 

80 


i**> Ssideoee, voi. II, p. d. 
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The flame variation ie observable here aa in the case of tlie fignrea 
in paragraph 188, and ie due to the same causes. The figures by natural 
'divisions ore as follows : — 


Division. 

Unenonm- 

brred. 

Bncnni- 

tcied. 

1 cot ■■ •* •• 

r.4 

86 

Bub-HimaUyn. Wflit • 

48 

62 

ludo-Gangotio Plaiiii Woat . . • . 

48 

57 

Indo-GftDgeiie Plaint Central 

65 

86 

Central India PUtean 

44 

66 

£aatSa|pnraa .. 

r/j 

31 

Snl^Himalaya, Eaat •• •• •• 

60 

40 

Tndo-Oangetie PlalUt East a. 

f2 

8S 


The number of encumbered cultivators exceeds the number of un- 
encumbered only in the three divisions Sub-Himalaya, West, Indo- 
Gangetic Plain, West, and Central India Plateau. These are the divi- 
sions which have suffered most severely from the cnlainitics of recent 
years. 


108. Freedom from- debt and indebtedness amongst landlords,—. 
From an economic ]ioint of view the crircnmstanccs of the small peasant 
proprietor or pattidar ore similar to those of the ordinal^ tenant, and the 
figures relating to both were accordingly* amalgamated. The large land- 
lord, however, the zamindar properly so called, whether a single person or 
a joint family, who owns an entire village or a definable part of a village, 
stands in an entirely different c-ategory. The statistics relating to him will 
be found in table YII. Tliese figures relate to 3,686 landlords, of whom 
1,614 or 45 per cent, are debt-free. The rest are shown as owing be- 
tween them about Bs. 41,06,000 round, — an average of Bs. 4,050 per 
debtor. On a consideration of the detailed figures we have estimated that 
20 l^lchs of tliis represents debt secured on registered land mortgages. A 
comparison of tables VI and VII shows that whilst relatively fewer 
landlords are free from debt than tenants and peasant proprietors, the 
average debt of the former is nearly 24 times as large as that of the 
latter. Bemembering the landlord’s far greater wealth, we can only 
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♦ 


* 

attribute this result to his extravagance, bom of a desire to mahatain hia 
social position and i^restige. 

Little qan be made of the local distribution of this landlords* 
debt. In an^' single district the number of landlords concerned vary 
from 2 in Siiahjahanpor to 333 in Basti, whilst the. debt per debUMr 
varies from 11s. ll.QiUt in Agra and Bs. 11,559 in Bara Bonki to 
Bs. 44 in Kniiiniin and Rs. 142 in Budann. The high figures in the two 
former places were due to the discovery of a few mortgage deeds for 
ver>’ high valuations. Nor indeed do the variations have much mean- 
ing. They detx'iid loss on the debtors' own idiosyncracies than on the 
amount that our investigators have been able to disiKiver aliout them. 
For the province as a whole, however, the figures are snfficiently large 
and snfitcicntly widespread to serve, in conjunction with other infwm- 
ation. as a hasis for estimating the total volume of debt. 

190. DiHribulion o/ debt by etude , — Table IX shows the distri- 
bution of debt liy caste gron|is for Istth landlords and tenants together. 
The provincial figures are ns given in the table Mow. The figures of 
debt are in thousands of rupees : — 


^ 

Catit .jroiip. 

Sfuiobor of perion^ . 

Amount 

of 

debt. 

Pereont- 
age of 
total 
debt. 

Debt 

per 

debtor. 

Dobt 

per 

poroen. 

Oobt- 

lioe. 

Indebted. 

I.— Hi jli oftitoi .. 

7,4ao 

0,109 

08 B7, 

66 

m 

8 a 

If.— Good ogricoliimlcMtos .. 

5.A0B 

y,asv 

11.7lf. 

14 

lOSI 

01 

1 IT.— Market gardoning eailoi.. 

1.845 

2,010 

8.60. 

3 

120 

77 

XVe— Low ajjfriealtural oaitoo .. 

8,448 

4,417 

4.90. 


64 


V^l!Ton*agrionltaral caaloi •• 

tsio 

7M 

8.7% 


886 

144 

VI —Other oaotio •• 


8^ 

8,16. 

H 

Jl85 

6a 

Total •• 

• 

0 

84^964 

29g507 

68.47. 


0 

152 
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This table proves to demonstration how lai|[e a part of the total debt 
falls, and how heavy its burden is, on the hi^ castes.(’^ The reasons 
are not far to seek. Not only is there the high caste man’s extravagance 
lao aceonnt for it, but it also indodes by far the greater part of the 
IsndkMcd debt. It the high castes were indebted only to the same 
extent as the average of the rest of the agricultural popnlatkm, then 
their total figure would only be Us. 10,41,000 (round); which means 
that the balance of their debt, some 48} lakhs, is due to their social 
pontum and the expenditure which it entails. The lowest figures, as 
might be expected, are those of the market gardening castes and the 
non-agricultural castes, both of whom are relatively few in numbw; the 
lightest burden, however, for suffidently obvious reasons, is that Imme 
by the low agiioultural castes. The cultivatcsr belonging to the non- 
ngiicultural castes, if indebted at all, is heavily indebted; his figure stands 
next to that of the high castes. On the other hand , as might be expected 
einoe this class contains such professional moneylenders as ore also 
agriculturists, only a small proportion, some 38 per cent., are indebted 
at all. The proportion of indebted and debt-free in the various groups 
is as follows 


Caiifec groap. 

1 ParooiifeA'jo of— 

Debt'Irro. 

Indebted. 

Z 

• s 

s m 

a S 

9 m 

• • 

4j 

53 

I 

• • 

■ ■ 

• • 

• 9 

• • 

44 

56 

111 

e a 

• a 

• « 

m m 

• • 

40 


IV 

' e a 

s s 

• e 

m • 

• * 

44 

56 

V 

• > 

• 

m 9 

• • 

a « 

ea 

88 

▼1 

ee 

■ • 

mu 

• • 

• a 

50 

53 





T«U1 

• S 

40 

5t 


Except in the non-agricnltural group the variations are small. 


200. Diatnbution of debt by moneylendero . — ^Table Vm shows the 
amount of debt due to each particular class d! mon^lender, namdy, the 
village and town moneylenders, landlords, tenants, Qovernment 
and the ooK>perative credit societies. There is also a class described as 

... coBeenwd sn Mkamaa, Bsjinta, HwiIbhi Bsjfals, 

fhslkba sad rufcaaa . 
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’"unchMsifled", an ezpianation of which will be found in Anpendiz.(**) 
The diatribution is as in the following table 


Deicription. 

Amount. 

Peioenigge. 

Tillage moneylondcri s. •# •• 

Town montyleudi-rB.. 

Landlerde 

TaaanU •• 

'Goveniinanfe .. 

Co-opermtive eredil ■oeietiei . . 

XJaolMtiflcd .. •• ae 

Total 

Be. 

4.56,479 

25 03371 
85.12,827 
12.10,848 
138.764 
4.72.303 
531,578 

• 5*1 

28*8 

80*0 

18*7 

2*0 

5*8 

5*7 

88.47,17S 

• • 


Tlic lAist notublo fncl which ciiicrgeH from thia tiiblc ia the Inrge pro* 
portion of agricultural credit, namely, 53*6 i)er cent., wliicli ia provided 
by agrictiUuristH. To the extent of well over half the total debt the 
agricultural fiopiilatiori, taken aa a whole, can fiiiiiiU'O itaelf. The pn^ 
fCBsioiml tnoneylcnder only providea 33*4 |ier cent, of the credit, or 
with the unclaaaitied debt (whicii probably also belongs to him for the 
main partly 30*1 per cent. Tlie [iroportiun .provided by Qovemment is 
trivial; even so, it is appnixinintely 16 tiuies as largo as it normally 
would be. The most unsatisfactory feature is the Hiiiall part played in 
pcD\*iding credit by the co-o(icrative departruent. A percentage of 5*8 
can only be reganled as pultr}*. 

Even so for the province as a whole the 6gure is exaggerated. The 
total amount advanced during 19*28*29 was only 42 laklis or above 1*8 
of our estimate of the total debt of tenants and peasant pmprictors. 

201. Etiimate uf volume of debt . — Our cstiniate of the total rural 
debt of the province, in which we include the debt not only of landlords 
and tenants but also of agricultural lalwurers of all kinds, is 124 crores. 
The method in which we have arrived at this estimate has been fully 
described in Appendix II. We have only to odd that a cross-check 
based (m the recorded dgures of taqavi supports the estimate so 
far as the debt of tenants and peasant-proprietors is concerned. This 
works out almost exactly to Bs. 35 per head of rural population, and is 

times the average revenue of the province. 

B.—-Nature and diatribution of credit. 

202. The nature of agricultural cfedjt.<>-The different classes of 
rural credit agency were fully described in Chapter ill. We liave still, 
however, to give an account of their business methods, of tlie relations 
between them and their clftnts, of the distribution of debt between 

^ pan. l«(s). 
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tlie vaiions classes of them, and of the volume of credit available. It 
wOl be convenient first to restate briefly what has already been said^ 
about these agencies. Bural credit agencies fall into two main classes,' 
whom we have distinguished under the names of professional and 
amateur. Of professional money-lenders there are four main types : — 

(1) The vUUige bania is always a petty tradesman with a small 
capital, who sells goods on credit and lends money in small sums. He 
operates in a restricted area, rarely larger than two or three villages. 

(2) The village mahajan’s transactions are always loans in the 
correct sense of the word and not credit sales. He deals in money and 
rarely in any kind but grain. He possesses a much larger capital than 
the village hania and operates in a definite but much larger area, vary- 
ing from a group of villages to a group of districts. 

(8) The eahuhar as compared with the village mahajan is some- 
thing of a magnate. He is essentially a city businessman op^ting 
in rural and urban areas alike. His dealings arc confined mc^y to 
land mortgages and to the financing of village mahajans. 

(4) The peripatetic moneylender wanders the country seeking 
custom, and will deal with anybody whether he knows him or not. Of 
these wandering usurers the most important is the qisttaala, who 
operates all over the province. He works on a system of equated instal- 
ments usually known os qist; a qiet is a loan of Hs. 8 or Bs. 10 repay- 
able in ten or twelve monthly instalments of one rupee each. Other 
wandering usurers are the Kabuli and the Horhia, both of whom work 
in gangs and are truculent and predatory scoundrels; and the cattle* 
dealer, who sells on credit, recovering the price in four equated instal- 
ments, which include interest. 

There are also a few minor kinds of professionals: the banjara 
grain dealer of the submontane tracts, the behicari moneylenders of 
the western districts, a host of travelling pedlars and hawkers who sell 
on credit, and finally the khandsali or dealer in sugar, who seems to 
be found only in Bohilkhand. 

The amateur moneylenders ore mostly landlords or tenants who,, 
possessing si'trplus resources, use them to finance their fellow cultiva- 
tors. Apart from these, there are also a crowd of petty amateur usurers 
of all sorts, for money lending at the present day appears to be the 
favourite subsidiary occupation of any villager who can boast of a little 
capital. 

203. It has alread}' been stated that there is no such thing as a 
system of agricnltudal credit(*‘). Most t^iies of credit agency are 
represented, most forms of credit transaction are practised. Not oidy 


(”) Ghiptw m, pan. 88. 


1 
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BO, bat the mcthotls of nioneylenJing aro inOniteiy diverse. Bates oC 
interest, documents, incidental charges, tlie manner of renewal or repay* 
inent, .all vary, and not only in one direction. They vary witb 
the idiosyncracies of the luoneylcnder himself* with the circuin* 
stances of the debtor, with the nature of the security, with the locality.. 
It is impossible to g;ive a systematic account of agricultural credit 
because there is no system; as the agencies, so the methods. Tiio 
only possible procetlnre is to describe the various tj'pes of transoctioni 
one by one. 

204. Loans in drain . — As has ahvudy Iweii explained, grain ia 
borrowed both for seed and for food, i'iie date for rc|aiymeiit is in both 
cases the next haiTest. In Hasti it seems that no iutere.st is eluirged‘ 
on Kiiiii loans if piinetually repaid: but that is an exceptional iUTaiigemeiit 
in a tract wiiert; the prneticc of grain loans is said to be dying out 
altogether, except in limes of scarcity. The normal rates of iiitei'cst are' 
2'i or 5u iRT cent, kiiov.ii nv-'.^a'ctively as saioai and deorha. Of th» 
two rates the former i.s the coininoiier, except in Oiidh. Where the- 
adviince and the ivpayiiiciii are iHith made in grain W'illioiil rt>ferciK'»» to* 
value, the!«* rates are not so high as they seem at first sight, for the* 
harvest price is invariably below any preceding ]>i'icc in the previous six 
raoiitlis. /Trniis.ictionK in this imrticiilur form an* coiiiniun uiiiongst |>ro- 
fessioiiiil grain leiider.s ib/varint. nr amongst landlords of the ly|ic that lend 
to their tenants as a matter nitlier of duty than of profit, — n type leaa 
uncommon than might be supimsed. One landlord is mentioned wlio- 
lends as mneh ns d.OfMt inatiiids for a single crop, and not only tukca- 
repnyinent in kind witlioiit refeix'ixtt to value, but only ebarges a rate- 
of 12| per cent, or half mtrai. With such a rate be must generally 
either reap no profit at all or a trivial profit. 

20.5. Another common practice amongst grainlcndcrs is thus des>- 

cril>ed by Dr. Jain : — "The moneylenders convert the value of 

the loan from kind into <*oin at the rnrrent market |>rice Tliey 

note in their hahia this price and also tlie amount of com .... 
advanced, add to this the interest and receive back the principal and 
interest, again in kind, after converting the cash entry’ into grain. *’(**>■ 
.\n example will make the transaction clear. Tlie debtor Ixnrows one- 
mnnnd of grain, of whicli the current market price is Ba. 6; tlie entry 
in the ledger is then one maund at Bs. 5. When the time for repay* 
ment comes the amount demanded is grain to the value of Bs. 0>4>0' 
at harvest price. Supposing that xirice hod fallen to Bs. 4, then Uie 


C*i ladi§mmu9 Btnkiag in Mia, page OB. 
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■creditor will receiTe 68} seers instead of the 50 seers whidi he would 
fliave received had the repayment been made in kind without reference 
»to value. 

a 

806. Whatever-flirect pro6t the creditor may derive from an advance 
• of fprain he will always reap an indirect pro6t in two ways : — 

(1) Whatever the market price may be when repayment is made, 
he will be able to wait for a rise before he sells. For instance, if in 
•the example fpven above the price rises once again to Bs. 5, he will be 
able to sell the 68} seers of grain which he recovered at Bs. 7-13-0, so 
that his profit on the whole transaction is 56 per cent, on his outlay. 

(8) Unless he iiiakes a siiecialitj' of lending grain for seed, the grain 
. which be will advance to the debtor will iisnully be of {xior quality, 
whilst the quality of the grain which he receives from the debtor will 
invariably be good. In this, however, there is no fraud. The creditor 
is a groin dealer, and naturally sells the Itest of his grain in the ordinary 
course of business, so that he will only have relatively poor grain to 
■advance os seed. On the other hand, as tlicre is no attempt at grading 
•on the village threshing-floor, the grain recovered will be at all events as 
■good as any that the cultivator possesses. 

807. Illicit gains in grain transactions . — If at the time of borrow- 
ing grain happens to lie dear, then the creditor will often refuse to make 
’an advance in kind at all; he will insist on his client borrowing the money 
and buying the grain, or, which comes to the same thing, that the 
'transaction bo regarded as one in cash and not in kind. Where the 
■client is by force of custom or circumstances compelled to deal with 
only one inoiieyleiider, then he has no ivinedy. He must stand by 
and watch, whilst the creditor gnisps the skirts of happy chance. But 
where, os in Basti, the cultivator is in a position to choose and even 

•change his com-chandler, he can always go elsewhere. (’H Elsewhere, 
we are told, there are moneylenders who refuse to receive cash in pay- 
ment for a grain advance; should the debtor not happen to possesa 
■groin, he will have to purchase it, and so moke repayment. But the 
most common fraud practised in connexion with grain transactions 
oonauts in manipulating the rate at which advance and repayment are 
■respectivdy made. If, for instance, tiie market rate at the time of the 
advance is 8 seers to the rupee, the mahajan will advance at 7 seers; if 
the at repayment is 8 seers, he will demand repayment at 9 seers. 
'The margin is said to vary from a quarter of a seer to a seer, rarely even 
more. ' Hus fraud appears to be almost universal. Elsewhere, notably 

(*') In Basti it seems that cultivatnni make a fioint of never canfining themaelvea 
-to one bUtaria (graihleiider). To ensure e steady supply they kt.vip up a connexion with 
'.several of them. Evidence vol. TI, p. 187. 
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in the Tarai and Bhabar, the same result is achieved by using ineoneefe 
measures. (**) 

208. If the debtor fails to repay a grain advance at due date, he is* 
generally allowed a period of grace till the next crop or sometimes for 
a whole year, but the interest is compounded. For instance, if he had. 
borrowed 4 maunds of grain on a sausai basis, making 5 mounds that 
he ought to have repaid, the debt as carried forarard will become $ 
maunds phis mirai, (W 6} maunds. Wlien the rate is deorha then com- 
pounding is occasionally on a tawai basis, i.e., if the original debt was- 
4 maunds and 6 maunds with interest, it would after compounding, 
become More generally pcrha]is the grain debt is changed into a# 
cash debt, bearing a fixed rate of interest and secured by a promissory 
note. Veiy oecasionnlly. if a borrower fails to repay a loan in the same* 
grain, the creditor will allow him to reiiay in another grain. 

■2t)9. The running areouitl. — .\s w'e have seen in an earlier chaptert**)- 
debtors often maintain a runniiig account with their creditors, consist- 
ing of small sums of cash Ixnruwed from time to time, or cTedit purchases 
of grain, doth and other articles. The only record of vuch transactions* 
is the creditor’s hahikkata (ledger), in whicli they are entered as they 
occur. .^1 transactions in kind are reduced to terms of money. The 
airount i.s made up every half year, in Kartik(**) and Baisakh. The* 
balance, unless paid by the debtor, will be either carried forward - 
to a new account or, if large enough, form the object of a regular debt 
secured by a promissory note on a fixed rate of interest. 

210. The occroiint is made up in one of three difTerent ways 

(1) The interest on each advance is worked out from the date 
when it was made to the date of repayment, or to the date of closing 
the account. This method, of course, is entirely fair; but only one- 
witness mentions it, so it is jirobably uncommon. 

(2) The account is made up and interest calculated from the date* 
of the first advance to the date of ckwing the account, after which any 
repasrments made during the course of the period ore deducted. This 
method is unfair. The result of it is that interest is charged on debt 
that has actually been repaid, from the date of such repayment till the* 
date of closing. 

<"> There sre three methode ; (a) s remel called itefi with ■ cepeeity of a| «eeni 
ie need et repayment, but is calcnlsted as S eaBn; (b| a eertaia amount of anin. 
UMially half a aaer. « put in a handkerehiof with Um waigbla, ao ttot llie cultiTStor 
loeea halt a eeer on eeaiy weighmarit; thia fraud ia callad loop; (e) the local benfant have.- 
waighls of thair own of about 18 ehsttaka to a aaer. lue eaeeaa ia par aont.. 
Bvideoca, aol. 11, p. S7. , 

(**) Chapter m, pan. W. 

O b aastem didticto it b Knar. 
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In both these cases the rate of interest is nsnalty 87} per cent. — 
high rate; bnt from the nature of the transactionB the total amount 
actually payable on account of interest is small. 

(3) Interest is -charged on the sum total of the advances for the 
whole period, and repayments are subsequently deducted. Prima facie, 
’this method of cdculation amounts io sheer robbery, since interest is 
being charged on advances before they were actually made. On the 
■other hand, the rate of interest is usually a relatively low lump rate d 
two annas per rupee (doanni) for the whole period, and not a monthly 
rate, which reduces the charge considerably. Indeed, on a loan ot 
Rs. 100 made for six months the interest would only be Rs. 12}, as 
against Rs. 18} under either of the other two methods. 

211. Sahnliari account . — ^'riiis is another running account peculiar 
to the sahukari system of some of the western districts, where the client 
(asami) deals with only a single moneylender. We have two des- 
criptions of tlic method of keeping this account. The first comes from 
Agra. Here the sahukar keeps two accounts, for advances in cash and 
grain respectively. The grain is charged on the ordinary satoai 
system. The cash advances carry an interest of 2 i)er cent. ])er mensem 
from the date of advance to the date of closing the account. From these 
accounts any repayments that may have been made are deducted; and 
the sahukar has then the right to buy up the client’s crops up to the 
total sum due, at a rate slightly below the market rate. An example 
-will moke this system cle-ar. Let us assume that the debtor has borrowed 
Rs. 60 at the Iwginiiing of the iieriod of six months, of which lie has 
ropoid Rs. 20 during the period, and that he has also borrowed 4 tuaunds 
of groin at Rs. 6 a mound. Wlien the account is made up he will then 
•owe (1) on the cash account Rs. 50 plus Rs. 6 interest minus Rs. 20, 
•or Rs. 36; (2) on the grain account, Rs. 26 worth of grain. He 
will thus be entitled to obtain from the debtor’s crops grain to the value 
of Rs. 61. Let us further assume, for sunplidty’s sake, that he takes 
the whole amount iu one type of grain, of which the market price is 
Rs. 4 a inaiind or 10 seers to the rupee. He will then receive in pay- 
ment of his full dues 10} x 61 seers, or in roimd figures 16 maunds of 
^ain, worth at the market price Rs. 64. His total profit at the time 
of repayment will then be Rs. 14 or 28 per cent., whilst if he waits for 
.a higher price of, say, Rs. 6, his profit will become Rs. 30 or 60 per 
•cent. The figures speak for themselves. 

212. The second method comes from Aligarh, and is somewhat 
imore complicated. Only one account is kept for all borrowings, whether 
an cash or kind. Advances in ktnbare Khown at a cash value, which in 
ihe case of grain is calculated at the highest rate ruling during the 
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fieriod of* the account. The sahuhar defends tins on the ground that 
he could have sold at that price if he had not lent the grain. At the 
^nd of aix months the account is made up and interest calculated at the 
doanni rate. Thereafter any repayments made during the periud are 
deducted. On the otlier hand, if the debtor wisltcs to repay wholly or 
partly in grain, then in addition to the inU'rcst calciilak'd as alaive 
he must pay an additional sum of interest of one anna per rupee cal- 
culated on the value ( f the grain, which grain is taken over at one seer 
below the market rate. Further, if at the time of iHirrowiiig grain is 
cheap, then it is divorct'd from tJie general iua'oiiiit and lent seimratcly on 
Mtoai, being b<tth advaiici'd and rapaid nr rates which give the debtor a 
loss of one seer |ier rujiec. In this case, too, an example may bo given. 
The assumptions are the same as in the example given above. Tlie 
debtor has*borrowcd lis. .*>(1 in cash (of which he has roj'aid Its. 30) and 
4 maunds in grain, which is valued at the highest market rate tif 
Hs. 5-8-0 a maund. The aceouni when made n)> will then he !Rs. 50 
jilwt Its. '2*2 (prineiimU plus Its. 0 (interest) minus Its. 20, or Its. Cl. 
This as it stands gives liim a bciietit of Its. II nr 22 per eeiit. TiCt ns 
next s:i|i|>(i.-o that the debtor desires to refNiy Its. 00 worth of his debt 
in one kind cf grain, wliieli at the time is l>eiiig sold at 10 seers to 
the The crediuir will take it over at 11 seers to 

the nijiee, thus obtaining maunds. He will also ehnrge one anna in 
tile rupee extra on its. MO or Jt.s. 1-14-0. The ereililior will thus ohtiiiti 
Its. Ml plus Its. 1-14-0 in cash and 8^ maunds in grain, which at the 
time of refavyraent will be w’orth Fa. making in all Its. C5-14-0, — a 
profit of Its. 16-14-0 or 31‘7 iier cent. Further, if he waits till the price 
of that grain has risen to Fs. 5, his profits w'ill amount to Fa. 24-2-0 or 
48*2 per cent. Here again the figures s^ieak for thcinselvcs. 

213. in tlie sahukari system the only record of debt is the money- 
lender's bahikhata. It apiiears, however, that they arc particularly care- 
ful in making up their accounts. The procedure is as foltows. On a 
fixed date after each harvest the sahukar assemhles his clients and reails 
to each in turn the details of his account, both for sums advanced and tlie 
sums received during the ]xist six months. The client is asked to corro- 
horaie each entry; which done, the price of jiaymcnts in kind made by 
the cultivator is detennined, and interest calculated. The balance is 
then struck, and the client is tdd what more remains to be paid. If 
he pays that balance he is given a recei[»t. This process is carried on in 
the presence of a number of other clients, and is generally regarded oe 
entirely satisfactuy and honest. 

214. Individual loans.— The advances in these riinnir.jr aoconnta 
•re generally amall; few individual figures exceed Be. 30. If the earn ie 
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htcger than this, it Ib usoal to make a separate transaction dt it. Ui^ 
to Bs. 99 a promissory note or an unregistered bond is executed. Ad 
advance of Bs. 100 or over often forms the subject of a registered bond. 
The rates of interest in all these cases vary from one to two pice per 
rupee per mensem (i.e., from 18| to 37} per cent, per annum); hut 
far the most common rate in all parts of the province is 9 per cent, 
per menscin. Promissory notes are renewe4 every three years^ 
ainoe tiiat is the statutory period of limitation. Whether a bond' 
is similarly renewed at intervals or not depends on whether it 
mentions a jieriod of repayment. If it does, then renewal wilf 
be necessary at or near the end of that period. For larger sums 
f.till a iiiortgnge>(leed is usually executed. Tf n mortgage-deed is without 
possession, the rate of intciest will varj-, according to the security and 
the general standing of the debtor, from as little as 6 to 18} per cent.;. 
12 per cent, is the most coniitton figure. If it is a iisnfructnarj' mort> 
gage, then there is no rate of interest, as the iisiifriict takes its place. 

215. In all these coses it is usual to comiiouud interest at iiitervalsr 
the rest is uBiially li:i'f-yearly, less often yearly and (very opcnsionally> 
on the renewal of the deed. 

216. Wlien n debt secured in one method has grown by the accu- 
mulation of interest to an extent which the creditor regards as unsafe, he 
will invariably deiiinnd that it should he replaced by some l)etter form of 
document. Thus accnmulated debt, of which the sole record is a ledger 
entry will be consolidated in a proinissoi’v note or bond. Debt secured by 
a promissory note or bond may become in time the object of a mortgage- 
deed. Wlien debt secured by a mortgage-deed has accniimlated to an 
excessive figure, then the only soliitinn is snie. On this subject, how- 
ever, nothing more need be said, as the matter of mortgages has been 
fully discussed above. 

217. Other forma of loan. — qiatbandi loan is usually secured by a 
special bond of its own (tarmuauk qiathandH*') as well as by an entry 
in the qiatia'a ledger. The interest is, of course, included in the instal- 
ment. The first imyment is sometimes taken when the loan is mode^ 
BO that the debtor actually receives only Its. 9 in cash. If payment of 
an instalment is delayed, a penalty of an anna or two is usually exacted 
fot each month in default. The pawnbroker usually advances up to 
half the value of the ornaments pawned if they axe silver, and three- 
quarters of that value if they are gold. The most common rate of 
interest is one pice per rupee (18} per cent.). The rates of interest 

(") « ewmple of tUi doeument Me L. C. Join, 
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charged by the Kabuli or Uarhis vary, but ore always exorbitant. They 
eie eeldom below oue anna per rii]>ee per iiioiith, and occasionally go 
as high as 4 annas per rupee per month (75 to 3(M) per i«nt. {wr annum). 
The sums advanced, however, ^ usually small, and so long as the 
usurer gets his interest he is generally indifferent about the punctual 
payment of his principal; the longer he can keep his unfortunate client 
in his clutches, the greater the profit he cut make out of him. 

^18. Additional charges at the execulittn of a deed or repayment of 
a loan. — ^It is usual whenever a deed of any kind is drawn up to charge 
the debtor with certain expenses incidental to the exeinition. These 
include in ever>' case the cost of the stamp and the writer's fee; others 
which may or may not arise arc the fee for registration, a fee to the 
patwari for examining his records, and to the witnesses fur identification. 
These charges cunnut Ih* regarded as illegitimate; soinclKMly has to pay 
them, and the ol>vioiis |)ersoii is the liorrowcr who is primarily benefited 
by the traiisiictiun. Other fees, however, which go diiitct into the 
(lucket of the moneylender are totally unjustifiable. Many of them 
have names of their own. Then' is, for iiiKtuiice, the ganiit khulai 
which is common in Hi'>ine |Ntrts of the hills. The amount is lietween 3 
and 6} per cent. Others are gaddi kharoh found in the neighbourhood of 
.^llahabi#]; tlie katauti of Miixaffarnagar (6 pies in the rui)ce>; the batto* 
lean of Allaliabod which may be os much as 20 to 25 |wr cent.; the 
tipairan of Sitapur (1 or 2 |ier cent.); the salami of Gorakhpur (10 per 
cent.); the pahariea of Basti 15 per (a'nt.); the khndai patai of the 
traus-Sarda tracts (5 per cent.) and the daftar khatfh of Ghaaipur, 
which is, as its name implies, a contribution to the office ex|)ense8 of the 
money-lender.!**) Many of these charges ore said to be moribund; they 
certainly would be better dead. Home sort of ciMiiinission or discount, 
liowever, is [>revalent in many places, which may be as small as 1 
per cent, and as large as 10 per cent.; generally speaking, tlie larger 
the loan the larger the discount. In one or two places it takes the 
shape of grain even if the advance is in cash. In Sita|>nr, for instance, 
seers is charged for every cash advance, in Ooralchpar the debtor 
makes his moneylender presents of yur or ghi. In Jhatisi he has to 
provide him with the use of his cart free, and supply him with fodto*, 
milk and ghi below market rates. In Partabgarh and Kheri again then 
is a payment called oop, of 2 seers of grain in addition to interest. 


<**) The imening ot the other tenne ie ee foUowe i— “Oostli hhefei'*— ontrias flw 
heat (in the lata cl ita where to hajpth ee, kherw**— 
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Cniioafely enouf^h we hear little of any chargeB for charity, such as are 
‘eomnion when selling grain in a market. They are mentioned in ooly 
two places, Lincknow (dharmada) and Ghazipur (goshala). 

219. Illicit charges of this kind appear uncommon on the repay- 
ment of a loan; in fact the only instance mentioned comes from Allah- 
abad. Here we are told that when a debtor is repaying a loan, the 
creditor demands from him three gifts known as Ganeshi ka poo, 
mahajani pao itnd harkai (blessing). Tlie pao is one-quarter of a mr, 
but by tlie market measures is equal to three-quarters. Vor the God 
Oanesh it is pstid once, but for the mahajan it is paid once for every four 
rupees' worth of grain. The “blessing*’ costs half a seer, which is peob> 
ably as much as it is worth. Thus if the transaction is worth Its. 40, the 
mahajan will get in all 8} seers free. 

On the other hand, it is quite common for a creditor to reward a 
debtor fur punctual payment by a reduction in the amount of interest 
iehhut). The amount of the reduction varies, but is sometimes ns much 
as 60 per (tent, of the interest charged. 

220. IlUcit praciicKS. — Two practices are found amongst money- 
lenders, which are not only illegal but highly dangerous. The first con- 
mats in <»using the debtor to execute a deed for an amount much larger 
than that lent; the other in causing him to place his thumb mark or sig- 
nature on a blank deed form , which the creditor retains and can subse- 
quently fill up for Mich amount and in such manner as he chooRes. One 
object of these practices is to ensure that should a lawsuit ever become 
necessary, the amount of the decree will suffice to cover all the creditor's 
kgal expenses, and also make up for the loss of interest which he is 
oertain to suffer as the result of the reduction of the rate by the court. 
But the principal object is to keep tlie debtor completely under the control 
of the creditor. For if he {soves unpunctual in payment or recalcitrant 
in any way, tlie creditor can then sue him for an amount much larger 
than that which he actually borrowed; and it will generally be quite im- 
poauble for the debtor to prove that the document is false. It is said 
indeed that these dcxniments are rarely, if ever, used, being merely held tn 
itrrorem over the debtor’s head; and that the debtor will always be per* 
mitted to repay the amount which he actually borrowed, whatever amount 
may liave bemn entered in a deed. There is little reason Ux donbtiiig 
that this is true . Nevertheless, such documents cannot be too strongly 
oondemned.(**) Another common practice of moneylenders is to refuse 
to accept repayment in instalments; they insist that repayment should 

(**) A Tsristion of this pnetios is to anam tha dd>tor to giw s neeipt for s ram 
largar than tha umoantsetaallphomnrad. Simllsrlp, if it boeomaa naeataaejp to 
tsaaw an niatiag henS sad tha areditor haa naaon to fasr eoDtiimsay on tha port cf 
dha dabtor, the new bond iafraqaently maob ioaxesw aftba usoiut tasUydaa. 
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be in one lump sum. This practice, though not illegal, is undesirable. 
Few debtors can find the money fur full repayment, unless indeed they 
borrow from a second moneylender with that objtH't; and consctiuently 
thev leinain I'ermaiiently in the power of the creditor. Fimlly, 
it is often said that moneylenders keep false nocounts and 
manipulate interest charges to the tletriinent of tlieir clients; and our 
witnesses occasionally, though in a very vague way, subscribe to this 
charge. Of this wc have no proof whatever; and the incuine>tax officers, 
who have given evidence befora us and cirrtainly shouhl know whether 
the charge can be niaintnined, are entirely silent on the siibjt'trt. Indeed, 
they affirm that no moneylender would ever object to showing a client 
his turouiit if ho wished to inspect it. No doubt mistakes occasionally 
occur, hut IIS the. Ktatemeni of account rcproductid in a itrtvseding chap* 
ter(^*) shows, those inistakes are not aAwuys in favour of the moneylender. 
As for tnuiiipulation of interest charges, at^tiial cases arc octtasionally 
qiifited in our evidence which undoubtedly suggest it, but the practice is 
probnhly niicoiiiiiion. The legitimate profit which a moneylendor can 
fiiiike is large enough to make such nianipnlation ge.nerally unnec.eB8ary, 

'2'21. Relatinm hrlween atjrieultural debtor and creditor . — ^The 
relations Itetweeii tiu* fs'asant and his muhajati are usually slated in terms 
which ‘biggest that tlic former is a helpless and ignorant foul in the 
clutches of a powerful and uiiscrupiilniis knave. Nut “general nolimia 
are generally wrong and this, notion requires no little modification. 
The iiKUieyleiider is iiiiich less of a knaVe than is coiriiiitiiily Bup]XMed, 
and the peasant not so much of a fool. There is indeed one type of 
moneylender whose o]x:ration8 are peculiarly dangerous to the cultivator, 
namely, the man who lends money not merely us an investment but as 
a means of ultimately sicqiiiriiig liis debtor’s land. Riich usurers ore 
usually wholly devoid of conscience and even dishonest in their dealings. 
They are to be found mainly amongst those agriculturists who desire to 
extend tlieir holdings or amongst the big professioiut moneylenders who 
are ambitious of becoming landed magnates. The majority of money- 
lenders are iiien to whom moiieylending is a buidiieBs, out of which they 
must, as the Agricultural Commission remind us, earn their liveli- 
Itood.f**) All their transactions are governed by business principles. 
The moneylender must provide, as far as he can, safegnards against th? 
risks which he rims, and therefore his rates of interest must vary partly 
with the amount of the loan, partly with the nature of the security on 
which it rests. The security of the amall bania is ultimately a seooiid 
call on his client’s crop, or eves a third call, if a oo-operative aoeiety 

(**) Chapter III, pan. OB. 

(**) Agruoltiitsl Casamiasiaa's rapett, page 481. 
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azista ; bat if the monsoon fail m a plague of locuats attack the village, 
there will be no crop and he must wait for his money. In such circum- 
stances it is Hciircely snrpriRing that he innnipulates the rates lit which he 
lends grain so as to benefit himself, and reduces his ohanoe of loss 
petty exactions in the nature of discount. So, too, with the bigger money- 
lender, nuihajan or aahukar or aarraf. If lie be asked to lend Ks. 500 on 
a first mortgage of land worth Its. 2,000, his rate of interest will probably 
be 6 to 9 per cent, and oomparo favourably with that of a joint-stock 
bank. If he be asked to lend Bs. 1,500 on the same mortgage or to lend 
Bs. 500 on the security of movable pro^ierty, sudi as omaineute or 
cattle, tlien his rate of interest would prob^ly be between 12 and 18 per 
cent. If he knows the borrower to be reliable and relatively free from 
debt, he will probably be willing to give him a loan on nothing better 
than a jvomissory note at 20 to 24 jier cent. In short, as the amount 
of the loan rises or the value of the security falls, so will the rate of in- 
terest rise, until the stock figure S7| per cent, is reached, or the 44 per 
cent, of the qiathandi system, — ^figures which imply an almostf complete 
absence of any security save the borrower’s personal reliability. Nor are 
these the only fiuitors of which a moneylender must take account. He 
must in the first place consider the probable circumstances should it be- 
come necessary to sue his debtor. Ht> knows that in such a contingency 
there ore many devices by which the debtmr ran defeat his daim, and 
he knows too that the debtor, with the {iHsistunce of his friends and rela- 
tions will use them all, from the dilatory application for adjournment 
to the insolvency appUr^ition. He knows that with certain types 
of debtes’ ho has little chance of ever seeing his prindpal again, and 
will be lucky if his interest is regularly paid. In such circumstances, 
such devices os the compounding of interest and the execution of a bond 
for double the amount due become intelligible. Other more general 
elements enter into his’ calculations. Fmr instance, though his debtor’s 
financial position may have been sound enough when he first gave him 
the loan, that position may since have deteriorated; or he may have 
learnt of a bettw investment for his money; it may be that the 
moneylender from whom he himself has raised a loan is pressing him for 
repayment. In all these circumstances he will find himself compelled 
to put pressure on his own debtor, either to repay or to accept a renewal 
of his old debt on less advantageous terms. The following 
example, which is vouched for by one of our most important witnesses, 
diows the working of these various fackna in the moneylender’s calcala- 
tions. “A land-owner of some wealth got into difficulties and proceed- 
ed to borrow large sums of money. He mortgaged his i«opaty in the 
first instimee to the bank for 6 per cent, and then obtained moneiy « 
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prouoteo at 12 per cent, from ordinary money leudera. Aa his position be* 
came wurae — a fact which wua well known — the rates of interest steadi- 
ly rose till they reached 24 per cent., while moreover the moneylenders 
in the later stages of the proceedings executed bonds fw twice the amount 
which they had loaned. The final stage of the proceedings was that the 
land-owner raified money on second and third mcniigages of his property. 
Needless to say, in the end the usurers did not recover any sum approach- 
ing the loans originally made by them or their interests.” Bemembering 
all these facts, we find it difficult to brand the whole class of village 
moneylenders as unscrupulous usurers. And, indeed, there are many 
moneylenders who display in their relations with their debtors not only 
leniency but generosity. There are many landlords who lend botli money 
and grain to their tenants on their personal security, on terms as favour^ 
able as would be granted to the landlords themselves on the security of a 
land mortgage. Other ngrieultiirist moneylenders, both landlords and 
tenants, show similar generosity not only to their own relatives, but to 
their fellow casteinen. One of mir witnesses, who had made special in- 
quiries into moneylender's malpnictices in a [larticiilar village, states that 
in resftect of a total debt of Bs. 25, (KM) there were in all only three com- 
plaints. The first urns that a single instalment of money repaid had not 
been cWlcred up in the money lender’s account; the second was a general 
coniplniiU against the coin|Kiunding of interest, which, it may be noted, 
only took phicc on the renewal of the Isnid instead of half-yearly of 
yearly as is the usual practice. The third was that of a Bajput who, 
having borrowed six rupees was mode to execute a bond for autteen 
rupees with interest at 4A per cent., and thought he was hardly treated 
when, on refniying the sum three days later, be hod to pay 1] a''nas in- 
terest, — forgetting that this miserable little transaction had given the 
moneyleiider as miicli trouble and work as if the sum involved hod been 
Bs. 600 instead of six rupees. For the rest, this witness reports that 
nuM>t of the money lenders (oncerned are very lilwral in their dealings 
with their clients, whilst one had the reputation of never having filed a 
suit against any client. “The chief evil in a moneylender's credit is not 
his high rate of interest or the falsification of books, which is practiaed 
by .a minority of the class, but the fact that he grants loans for unprofit- 
able as well ns profitable objects and in amounts in excess of a horrewer's 
means, and docs not insist on prompt rei>ayment on a good harvest. HAi 
ambition naturally is to see his money well invested and to live on tlie 
interest. ”(**) This statement from a well-known authority we regard as 
a fair description of the village moneylender and his methods. 

(") Papa by Mr. B. Btrk-kkiid, i.c.r., (idirea) read betm (ha Eaal Aidis 
^saoelatloB aa March IS. (/‘■joiiaar al April 19, ISSO). 
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il22. So much for the alleged knavery of tlie moneylender. Aa for the 
ordinary peasant, he knovrs exactly where he stands with his tnahajan; 
by dealing with him be secures three advantages which no other credit 
agency offers him. Firstly, the nutltajan will lend him within reason aa 
much money as he wants without making troublesome inquiries into his 
financial iXMition; secondly, he will pay him the money when he wants 
it without delay; thirdly, he will not press for repayment if he knows 
repayment to be teni|iorarily inconvenient. These are iirivileges which 
the rural debtor appreciates, which he will not readily jeopardize and for 
wliich he is quite prepared to {lay. Accordingly, he does not antagonize 
his tnahajan by injudicious objections to his business methods, and snb> 
inits to his iietty exactions as the price of his goodwill. Especially he is 
careful, whenever circtimstances permit, to be prompt and punctual with 
his payments, for thus alone can he retain his favour. In a word, the 
peasant knows perfectly well that he cannot do without the moneylender 
and acts accordingly, and the relations between the two are fur more 
cordial than are usually supposed. 

223. Taqavi . — ^The Tjaiid Impiwement Ix)anK .\ct of 1883 and 
the Agriculturists* Xionns .\cl of 1884 emjiow’er local governments to 
advance loans to agriculturists from State funds and to frame rules 
governing the issue of such loans. The generic, name for such advances 
is taqavi. Short-term taqavi is grunted under the Agriculturists’ Loans 
Act for productive purposes, generally for purchase of seed and cattle, 
and is recoverable from the produce of the hnn-est for which it is 
given. Tlie security in such cases is ordinarily the joint personal 
security of a number of cultivators of the siniie village grouped together 
for the purpose (zanqirahandi). lamg-term taqavi is granted under tlie 
Land Improvement Ixmns Act to finance permanent iniproveinents. such 
as the sinking of mHs<inry w'olls. or the ei'ecting of embankments. These 
loans are repayable by instalments spread over a number of years, and 
are usually setMired on landed property. 

224. The demand for loims for |iermanent improvement is limited, 
and applications for this pitr|X)se are rarely refused, provided the 
seouiity is satisfactory. Tlie demand for loans for seed and bullocks 
varies greatly; in ordinary years its extent is small, but in years of 
adversity it is almost unlimited. Taqavi then forms a valuable adjunok 
to private sources of credit, especially os these have a tendency to dry 
up at such times. 

225. And there is no doubt that the liberal and carefully regulated 
distributions of taqavi that take place, whenever a calamity occurs, aw 
mnch appreciated. Nevertlieless, it is true that in ordinary times th» 
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cultivator much prefer* to borrow fi'om tlie professional moneylender 
♦lint, from the government, in spite of the much higher rote of interest 
that the former charges. This is due, not to any defect in the Acts 
themselves, but to the manner in which they have Injen worked, o 
matter regarding wliich we have received a mass of ci-iticisins, which 
can be summarized thus. 

226. Preliminary inquiries . — Distribution is preceded by pre- 
liminary inquiries to ascertain the nature of the security and tlie extent 
of credit required. These are made by the lower revenue stoff, pat- 
waris qanungos, and too uiucli reliance is placed upon their recom- 
mendations. These, it is said, bear little relation to facts : it is not 
the poor man’s case which is reconiniended, but that of the patwari’s 
friend or relative. (**) The result is that taqavi goes not to the man who 
really needs it. but to tlie man who ijossesses or purchases the |Mtwari’s 
goodwill. 

227. Delay in dutribution . — Kven when spccual urrangomenta 
have been made, as in times of calamity, to multiply distributing centres, 
they are few and far lietw'een, and the peasant must waste precious 
time on the naid, which is rarely less than one day in eoidi dirtetion, 
and often ^ great deal more. In the hills, fur instance, it may be as 
much as a week in going and another in returning. Further, he has 
generally to wait a day or two l>efore his name is cidled, and be 
receives his money. The exiienses which he thus incurs cxinsiderably 
reduces the lienetit accruing from the low rate of interest which is 
charged for a taqavi loan. And if by chance he fails ultinialcly to secure 
a loan he not only loses both his tiniq^and his money, but must apply, 
belatedly, to his usual moneylender, who, resenting his client's attempt 
to borrow from another than himself, will not fail to exploit his neces- 
sity to the utmost. 

Furtlier, taqavi in any large quantity is seldom distributed til] the 
last possible moment, so late that it liises much of its value. A ipfu 
for the purchase of seed is useless once the time for sowing is past : 
it will be taken, no doubt, but it will lie applied to some other purpose. 
And even it there is still time to sow, yet distribution will still, as w 
rule, "be so belated that good seed is scaroel}’ procurable. In distij- 
butims of toqaci the old saw is of tqiecial force , — “bis dat, qui efto 
del ” — , he gives twice, who gives quickly. 


- ^ A ^ i®**? darng s luige dMtnbutiao of taqapi inme few yean ago, 

the iseipientf melnded the pmot and hia tmv. 
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228. Amount. — The unount allotted generally falls short not onty 
of the demand (which may be exaggerated), but of the need. Yet, 
surely it is useless to give a tenant Bs. 10 for seed who needs Bs. 60. 
The loan will be accepted, because every little helps; but it will certainly 
tie misapplied. 

220. Collection. — The methods of collection are freely described as 
unduly rigid and of^ressive. In theory a taqavi loan is repayable in 
one sum at harvest time, but in practice repayment is rarely demanded 
till after the claims of both mahajan and landlord have been satisfied; 
both, being on the spot, fsan and do nee to it that no other claim takes 
precedence of theirs. And so, when the debtor is called on to repay, his 
cash is usually exhausted; and since li? knows that no grace will be 
given to him, he must either borrow from a mahajan to pay government 
or he must sell a part of his property. But his assets are limited — his 
land, a pair of bullocks, an unsaleable house, the clothes he stands up 
in, seed for the next cn>p, a few agricultural implements, a stock of 
home-grown food and the utensils in which to cook it. The method 
of collecting taqavi in short defeats its very object, and brings little less 
misery in its train than the usmer’s methods. Again, each successive 
crop carries its own debt, and if one foils, the next carries a double 
burden; and only if it is a bumfier crop can it do so adequately. 
Tn other words, a cultivator can rarely cover one failure by less than 
two consecutive successes, and accordingly requires more time for repay- 
ment than the taqavi niles allow him. 

230. Corruiition. — ^These ore the chief complaints wliich arise out 
of the working of the Acts; hut there are others, no less serious, which 
are external to it. The first of these complaints relates to the corrupt 
practu«s f>reva1ent amongst the lower staff, alike at distribution and 
collection. One fee is demanded liefore an application is recommended, 
another when the security is verified, a third when the loan is actually 
paid. And the fees are said to be high. — as much as 10 per cent, on 
payment, us much as 37^ per cent, on verification. On collection, too, 
the eiqaha-navis (ao(X>ontant) and the treasurer at the tahsil must 
receive nazrana. which is usually one per cent., with a minimum of 
Bs. 2. But if repayment is delayed, the cost is greater stilly The 
peon who serves the notice, tlie amin who executes the warrant of 
distraint must be both fee’d and fed. No amount of vigilance ly higher 
oflRcers has yet succeeded in stopping such malpractices, with the result 
that the effei^tive cost of a taqavi loan has been estimated at not less 
than 25 per cent. 

281. Mahajan versus goeemmeitt.**— There are other minor com- 
plaints relating to such matters as the nature of the security and the com- 
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plexity of the accounts; but enou^ has now been said to show that 
iboiigb public opinion may approve of the general |H*inciple of Utqati 
loans, it strongly disapproves of the methods in which these are both 
distributed and collected. It is not surprising, therefore, to read of 
villages which have foresworn taqavi altogether after a single experi> 
ence, or to hear that most peasants prefer the methods of the mahajan 
to those of government. For he is much more accoinmodating in the 
matter of distribution, much less rigorous in the matter of collectiou, 
and, after taking into account the numerous exactions which accom- 
pany the grant of a taqavi loan, he is also scarcely more expensive. 

232. rohiiJic of agricultural credit. — We have estimated the total 
debt at 124 crores. Of this some 70 crores represents long-term invest- 
ment in inivtguges. Money is required annually to finance on average 
of 51 crores of fresli mortgage debt, but it is safe to assume that this 
figure is covered in ordinary years by money obtained from the re- 
demption of old mortgages; so that the provincial mortgage debt may 
^ regarded ns financing itself— all the more so since the payments of 
inten>st on sncIi debt are available to form fresli capital and finance froah 
advances. 'l<:xclnding mortgage debt, the debt amounts to 64 crores. 
Of this 54 crores some 20 per oent.(^*) represents advances in kind, — 
A figure of A crores; the balance of 43 crores is cash. On the basis 
of the observed distrihiitiun lietwcen the various classes of inoiieylendera 
a sum of Us. 3.94,00,000 is the amount of debt outstanding to the credit 
of goveriiineiit and the eu-o|ienitive credit wxrieties.f**) lliis leaves 
a sum of Its. 39,110,110,000 which has been advnnml by the professional 
moneylenders, Iniidlonis and tenants, divisible between these as fol- 
lows : — 

Bs. 

ProteMionsl mont^lenden ... ... ... lft,M,00,(l00 

... ... 17h%.00,000 

lAndkirda ... ... ... ... 6.0a, 00,000 

The amount of credit required, therefore, to finance agricultural debt, 
apart from advances in. kind and advances made by government and 
co-opmutive credit societies, is just over 39 crores. 

283. We have been supplied by the courtesy of the Income-tax 
officers with an estimate of the capital available in the hands of the 

f*6e pm. 181. 

** J?* ■•certffiined without a doUiled examinatiou of tlie taqavi 

.■emotii^lie sum outttinding at tbu time whaa our ataiuitiea wore taken wan ahoot 110 
Una. On the peveentagee nienti’oped th# figure would be eh-mt 108 likha— a emaV 
;pout whicb eupporti our eetimaie. ^ 



( 123 ) 


rural arid urban luoneylenderK. The figure for rural tnouqrlendara ia 
765 lakhs. To this, however, must be added certain other suina. 

(1) The town moneylender invests freely in rural areas. We- 
estimate the credit thus supplied .at 2} crores Upart, of course, from, 
his mortgage transustions referred to above). 

(2) A very large proportion of all rural moneylenders have inoomes- 
below the taxable limit, whose transactions do not come within the- 
purview of the Income-tax department. It is necessary, therefore, 
to estimate the capital of such moneylenders. ‘ In this we were- 
assisted by Bao Bahadur Liachhman Sita Bam Kher, Assistant 
Income-tax Commissioner, who examined old returns of the 
time when the income-tax limit was Bs. l.OtM) in place of the present 
figure of Bs. 2,000. As a result of his investigations he has given us, 
as an estimate of the capital lielonging to moneylenders witli incomes 
between these two figures, a sum of 4J crores. For the numerous 
moneylenders whose incomes are below Bs. 1,0(X) we estimate a fur- 
ther sum of 6 crores, making in all 19.90 lakhs, or a round figure of 
Bs. 20 crores. 

234. It is necessary at this stage to |x>int to two fui’tors which 
modify the Tnoonie-tax department's princiiail estimate of 765 laklis. 

(1) The estimate of capital is calculated on the basis of the interest 
actually recorded. This method involves a certain . amount of duph- 
cation. If A lends Bs. 1,000 to li at 6 per cent., and B subsequently 
lends tlie some sum to C at 9 per f%iit., then the interest reccu’ded for 
purposes of income-tax will be-Bs. 60 in the case of A and Bs. SO 
(Bs. 90 minwi 601 in the case of B. The capital c^ilculated on this basis, 
will amount to Bs. 1,500, though the sum actually in existence is only 
Bs. 1,0(X). To the extent, therefore, that money is bomiwed to be 
re-lent, the estimate of capital is exaggerated. 

(2) Interest is recorded for the purposes of income-tax only if it 
lias actually been paid. It is, however, well known that interest on 
agricultural debt often remains unpaid, witfar the result that the cor- 
responding capital has not been taken into account and that the In- 
come-tax department's estimate is to that extent too small. In a year 
such as tlie present there can be little doubt that the former cause of 
error is outweighed by the latter; and we accmdingly feel no hesi- 
tation in increasing the figure of 765 lakhs by half a crore on balance. 
AcocHrdingly, the total sum of professional credit may be taken at 20} 
crores in cash; to which must be added a sum of approximately 6} 
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crores on account of fresh mort^i^es and 55() lakhs in kind, mostjly 
grain.(") 

285. Ho far as capital available to innateur nioiieyleiiders, viz., 
landlords and tenants is concerned, we have no means of framing on 
estimate. It is, hovrever, obviona that the capital available to them 
must be at least equal to the amount of the outstanding debt, viz., 
1G96 lakhs or rouiKl 17 orores in the case of landlords, and 550 
lakhs in the case of tenants. The margin between capital 
and debt in the case of these moneylenders is not likely to be os largo 
as we iiave found it to be in the .case of their {nofessional brethren 
(2050 lakhs tmnus 1522 lakhs which gives a margin of roughly 85 (ler 
cent.). We are inclined to put the margin at 10 |rer cent, in tlie cose 
of landlords and 5 per cent, in the case of tenants, making a total of 
2 crores. To this must he added caiiital in the sha|ie of grain to the 
extent of 550 lakhs, of which crun*s belong to the tenants and 4^ 
crores to the landlords. 


236. The volume of credit may now lie Hummari/.ed thus 
1, l’r(iri!Mional munoyleiident ... ... ... M rronw. 

9. li*iidlurd« ami ImsnlH ... ... ... „ 

9. UovorniiiFiit uml civdil nvipliFst ... t ,. 

4. Orsin ... ... ... ... ... n „ 

In short, a ftrtul d<*bl of 124 cron*H is financed by active capital of 
66 enrres, to which must Iw added |tcrmancntly invested capital to the 
extent of 70 crores. Or. in other worrls, the total capital investeil is 
124 crores, with a margin of 12 enrres, or nearly 10 per cent, of the 
invested sum. It has to be rememlrcred, however, that the debt at 
the present inotneirt is unusually high, that in ordinary times it pro- 
bably do^s not exceed 110 emres, and that the normal margin of capital 
over debt would then lie 26 crores or nearly 24 per cent. 


C. — Effect* of indebtedne**. 

237. Effect of affrieultural indebtedne** on transfer* of pro- 
perty. — Since land is the only security available to rural hoirowers, 
,it is inevitable that their indebtedness should result in the transfer of 
large areas of land, and that such transfers sliould usually be from 
the agriculturist to the non-agriculturist. The process is commonly 
regarded as deplorable, not only because it involves the degradation of 
the landlord to the iNisition of a mere tenant, but liecause the substi- 
tution for a her^itary cultii^tor of a mere ret:civer of rents, — a man 
wlm do(‘s not himself cultivate or know anything about cultivation—, 
tt hkel y to result in im pairii^ the fertility of the land. Such a man. 


L ^ t"** fr'HB ttw TiMoiiie.tai dcpsrtnmt’s 

”• .fr* .. ^ •» ««•» i» Kzardisd m s part nf oommeicial 

!!? *?• !?»*** o««» did noi take into ar^mnl in framms the mtimate*. 
tneomBfa^orSwaw'^wned"*^*^ Uiew OffUM. nameljr that Ibe fnll 
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it is said, will never spend any money on land improvement. He will 
regard the iwrchase of land as he would any other investment. His 
only object will be to make money out of his tenants, as much as he 
•can and as fast as he can. It is iniiiossible, however, to accept this 
reasoning without much modification. The landlord, who is dupes' 
sessed generally belongs to one of the higher castes whose degradation 
is due entirely to his own extravagance, and deserves little sympathy 
•on that account. He is always himself a poor cultivator, and as often 
■as not a had landlord. The non-agriculturist purchaser could scarcely 
•be a worse, and in practice is very often a much better landlord. 
Being a business man, he knows that there are industries in which 
41 larger profit can only be obtained by enlarging expenditure; and he 
quickly learns, if he does not already know it, that agriculture is one 
•of those industries. The Khattri or the Bastogi is in fact much more 
likely to spend money on the improvement of their land than the 
Rajput or Muslim, whom they have replaced; indeed, as they are apt 
to regard their land rather as a hobby than as a source of income, 
they are likely even to spend extravagantly, as a man will on his 
hobby. Nor is it necessarily tnie that a non-agriculturist landlord 
bullies his tenants. Those who attempt it usually learn that three or 
four slilT-iiecdied occupancy tenants can make things very unpleasuiii 
lor their lauidlord, and will not hesitate to do so if they are given 
sufficient provocation. The landlord, having the longer purse, mav 
win ill the end, but the struggle will not leave him unscathed. Morc- 
•over, in India as in England, the city man who becomes a landowner 
usually prefers to play the benevolent squire, and is at least as likely 
to display leniency with his tenants as severity. 

238. Nevertheless, the exjiropriation of a hereditary cultivating 
•class by non-agriculturists is not a matter which can be regarded with 
indifference; and it is necessary' for us to consider to what extent agri- 
•cultural indebtedness has resulted in such transfers. On this matter 
•our evidence is neither decisive nor unanimous. A majority of wit; 
nesses assert that such transfers are increasing, but an appreciable 
minority deny it, whilst few give any facts and none give any figures 
in support of their views. And, indeed, figures bearing on this matter 
.are not easy to come by. Rent-rate and settlement reports generally 
contain tubular statements comparing the distribution of the land 
■ainbngst proprietors by caste at the last and the previous settlement. 
Wq have examined a number of these, but they are apt to be mis- 
leading. They ^ow the state of affairs at the beginning and end jes- 
liectively of a long period, never Jess than thirty years, ntid in rw^n* 
settlements sometimes as long as forty or even fifty years. All that 
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it is passible to deduce from such figures is that certain castes have 
f ptitMti and others have lost land during tliat period; but there iS' 
imtliinfr fo suggcst the circuTiistauces in wliich, or the particular dates 
at which, the transfers took i>la<?e. The figures, for instance, may re- 
present a few large, or many small, transactions. The transfers may 
belong almost entirely to the earlier part of the period, wlien they 
cease to be of any present importance; or they may belong almost en- 
tirely to a later part, when their importance is intensified. 

239. Thu results of onr examination of such figures can be very 
briefly summarised. We have examined some thirty rent-rate reports 
relating to five Heltleinents that have recently lieen completed, namely 
Unoo, Biidaiin, I'artnbgarh. Lucknow and Agra, and also the figures 
of the Rae Han>Ii sett lenient, which are reproduced In the evidence. (")' 
After some adjustment of the figures (which have been shown in 
different ways in different i-eiiortsi, the princi|ml results are ns fol- 
lows : — (**) 


Ba jputa 
Uuftlimi 

lirabiniinf •• 

OtlMr ftgriouliiirifltf 
Noii-A;rlealluriitA 


Aortis 
.. — 269,000 
. . — 54,000 

.. +mooo 
- 1 - 2^000 
. . + 107,000 


*240. The general eonelusidu eiiieri;;infr from tliOBe ri;;iirvs irt that 
whilst RajputB and Muhuniiiiadniis have loHt heavily, tlic coiiHeqnont 
gains have not all gone to the non-agrictilturiHi claHHes. Indeed, by 
far the largest gainers arc the BruhrnariH, whilst other agrieiilturiHtB, 
(which in these particular districta mean luincipally Ktimiis, Ahira,. 
Ahars and Jats), have also made crotmiderahle acquisitiona. And, it can 
safely be asserted that of all these trmisfers hy far the greater part 
was the direct result of indebtedness; and that the new landowners* 
whether Brahman, Kunni, Jat or Vaish, are the moneylenders to 
whom that debt was due. 


241. By the courtesy of the Revenue department we have also 
had access to figures collected in 1926-27 which show transfers of land 


(*') ETidanoe, wil. Ill, p. lOB. Tbe rant-rate raportH ihcHigh nunimuH did 
Bol eorar the fira distiieU entiralj. 

(**) The dtiemiee befcwsen gains and Iosm m doe (a) to the omiwvm of Gorara- 
SMBt land in which thera was a oonaiderabla tncmae as a swali mainly of tbs baOdfaig 
of tha Saida C^nal. (h) to minor differences resnlting from ra anr fey. It may also he 
— nthim d that the Knslim loss is radnoad Iqr enditing to this head all lands Aawmt 
li flssf/. 
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MM between certain social clattsea during; the period 1315 to 1338 F, oor> 
TCsponding to 1907-08 to 1925-20 A.D. The castes and classes for 
which figures were then token out are as follows : — 

(1) Agrwultural — (a) Ahars and Ahirs, (b) Bishnois, (e) Bajpnts, 
id) Gujars, (e) Jats (/) Kurmis, (g) Tagos, (h) Muslims. 

(2) 'Son-agricultural — (a) Goshaiiis, (b) Salwars, (cl Mahajans,— 
Banias, Sadhs, Marwaris and Kandns. 

(8) Doubtful — (a) Bhuinhars and Brahmans, (5) Kayasthas, (r) 
ifhattris. 

The classification is curions, and for onr own pnrimses we have 
made some modifications. 

(1) Tagas like Bhuinhars claim to be Brahntans who abandoned 
ihe priesthood for landowning and cultivation. If Bhuinhars are to be 
-classed with Bralimnns, so should Togas; and we have added their 
figures together. Tagos belong entirely to the Meerut and Bohilkhand 
divisions, Bhuinhars to the Benares and Gorakhpur divisions. 

(2) There can he no doubt that the status of Khattris and Kayas- 
thos is non-agricultural, and we have transferred them to that 
category, f**) 

Thus rearranged, the figures (which represent thousands of acres) 
-are os given in the table below : — 


DivUion. 

. Rajpnii 

Mudimia 

AreA In. 

Dinar- 

enoe. 

Area in. 

H 

1S07-06. 

1985-ao. 

1907-08. 

1996-96. 

aiMiui 

57S. 

671. 

—1. 

1.887, 

1.181. 

ii 

Aitm 

1.666. 

1.686, 

-80b 

577, 

689. 


RohilkhAnd 

1.638, 

1.409. 

—96, 

1.999, 

1.996, 

—66 

AUAhabAda. 

1.718, 

1.6M, 

-81, 

991, 

684, 

-87 

Benmtm •• 

1.808. 

1.886. 

-87, 

494, 

478. 

—18 

Oonkhpaca. 


14S8. 

-87, 

668, 

676b 

— I'i 

lioeknow .. 

8,959, 

4.165, 

+806. 

1.418, 

1,860, 

-88 

Fjiftbad •• 

8,96 . 

8,918k 

-48. 

1.646» 

1.488, 

—£8 

Totol 

10,841. 

16^980* 

—Ill, 

8,968; 

8.5891 



(**) Then sn other carioeities in this clanificstion. It is not, of oonwo , eom- 
pMto; n large number of bott agrienltnral and nan-«grienltiiral castee an omiMed. 
anaiur of whom an important, xet room is fonnd for q^aeial mention of BMinnie, 
Goahains and Sadha, nona of whid^ an true castm hnt sects which have heecme 
osatm, and whidi between them do not nombar mom than UOilOO at moat. The daesi* 
fleatkm of the principal non-agrienlhniats ia alao nnaatiafactoip. Mahaian and 
an not oaatm. hot occnpathmal names; Sadh ia a aeetaiian oaste whom pimcipal indsatr* 
is calico printing and not moneylending: whilst then is no nmn naaon for OMatioiaing 
the Xandu (grocer) than the Halwai (confectioner) or Uw Tdi (oil preeeer). 
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ilsahmantt Bhoiubacs 
and Tagsa 

Agrieultural other. 

NoB-Agrleultnrai. 

Division. 

Area in. 

Diff- 

Ates in. 

Difi. 

Area in. 

Dill- 



1925-98 

er- 

onee. 

1907-08. 

L98n-98 

er» 

enoc. 

1107-08. 

1988-3& 

Ha" 

onua. 

Ifeerut 

Agra 

Bohilkband .. 
AlUhabud . 
Benares 
Oorakhpn* • • 
Iiaekiiow 
Fysabad 

56t, 

9S1. 

eas. 

1.907. 

870. 

S,098. 

oai. 

8.73. 

ATI 

I.'IIT. 

700. 

1.440y 

988. 

9,101. 

709, 

890. 

+14, 

+8S, 

+41. 

—07. 

+08. 

+8. 

+88. 

+88. 

1,803. 

8101 

780. 

334. 

11. 

404, 

14(1, 

84, 

H 

++++++ 1 + 

988, 

1.884, 

1.^88. 

1.067, 

884, 

854, 

718, 

885 

1.188. 

1.100. 

1.08*. 

I.iau; 

489, 

Ban, 

786, 

848, 

++ 1 t+1 1 + 

Total 

8,0SjH 

b.368. 

+3.1 

8,788. 

8.ii0S>, 

+147j 

6.948. 

7.608. 

+654. 


TI)ef<c hiinw the iion*agriculturi8tK iw relatively larger 

gunora and the Itiijputa uh relatively* Hinaller loaerH, than the Hettlemeut 
^ires quoteil above. The explanation, of (M>urae, is finlly, that the 
two sets of lis'ureH refer to different iieriods; and »eeandly, that the 
aettleuient figiircK relate to only six districta whilst these llgures relate 
to eight divisions out of ten. There is. howe\'cr, a close general cor- 
respondence. In both sets of figures the losers are the Muslims and 
the Rajputs, and everybody else has gainetl. Here, too, there can l>e 
very little doubt that the greater jiart of the loss is the result of in- 
debtedness and that the gains have gone princi|HiIl,v to the iiioneylenderi* 
who financed the debt.(**) 

242. Whilst tiie losses shown in this table amount to 542, (XiO 
■acres, the gains exceed them by no less than 530,000 scares; a discre- 
pancy due to the fact that the figures relate only to the castes or classes 
mentioned, and not to all. The greater jiart of this additional lose 
can probably be explained by — 

(1) sales of Kuroijean estates: there have been several such in 
Gorakhpur, Basti and several other western districts ;(*') 
(2i sale of Sikh estates: in recent years one such estate at 
least has changed hands (Itae Bareli) ; 


(**) The Tifu ukcludad in the Brefimen group bore heve ectuelly Inot land* 
ivhasi the Bhninharo (whoae figures ere not aepermte) eie believed lo heve gained litttoi 
ifeteU. • 

(**^One of the «nrvey repnrte wee made in a village which formerly belonged to a 
Smopcao owner and has since been Kdd to a Taish. 
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(8) sales of estates beloncins to Nanakshahi and possibly to other 
faqin. We understand that in some parts of the province 
faqin' akharaa own considerable areas of land with which 
they have been recently parting; 

(4) in Ondh, purchases of land by goveniment in connexion with 
the Svda canal. 

243. Cue general conclusion, therefore, is that certain agricultu- 
ral classes, notably liajpiits and Muslims, have In recent years lost 
a considerable area of land. The cause in most cases was undoubtedly 
thdr indebtedness. Of this land about 60 per cent, has passed into the 
hands of non-agriculturists, generally the creditors of tlie dispossessed 
owners. The rest has passed into the hands of other agriculturists. 
There can be little doubt that the debt which caused these losses uras 
Ixim of extravagance, itself the result of a desire to maintain social 
prestige. In such circumstances -we cannot regard ourselves ns justified in 
recommending an extension of the Bundelkhand Land Alienation Act 
to the whole or any other part of the province. So far as the transfers 
have been to agriculturist purchasers, the change was almost certainly 
for the better. So far as the transfers were to non-agriculturist pur- 
chasers the change was not necessarily for the wrorse. Considering all 
the circninstamtes, there may be, we think, cniise for a further and 
fuller in<|uit 7 with the object of obtaining later and more complete 
figures. But beyond that we are not prepared to go. 



APPENDIX I. 


StatUtie* and ettinuitcs of dAt. 

1. /. Land mortgatirn . — The nHnirilH in the KeifiHtratiou deiiaii~ 
tuent do not ditftingaiKh between mortgages of land and mortgages of other 
Itroperty. The Iiwpeetor-General, liowever, was good enough to cause 
a detailed classification to Im made of tlie returns of foiu* districts. Tlie 
four districts selected for detailed classificatiou were Agni, Bareilly, 
Saharanpur and I’urtabgarh. Of these the first thret* contain cities of 
different sixes : tlie population of Agra is over 185.000. that of Bareilly 
129.000 and that of Saharanpur 02.000; the fourth had itructically no 
urban population at all. Since land mortgages are almost exclusively 
of rural, and inortgsiges of other profierty art* ahiiost exclusively 
ot' urban origin, the four districts exhibited totally different ratios between 
land iiiortg.'iges and other iiiortguges as follows : — 

(1) .Agra 45 hind, .55 other. 

t‘2i Bareilly i>4 laud, 40 other. 

<0) Saharanpur 74 land, 20 other. 

(4) l^iiiahgarh 04 land. 0 other. 

Theac classified statistics uix* reproduced in Table I. The securing 
of a loan hy a mortgage with |MisHt'ssioii of a crop is ctirioiiK; yet there am 
six cases of it in Saharanpur, and thirteen other cases when* the funp is 
tnortgaged without |HMsessiuu. Of the. jajmanis tnortgngcd, one in 
Partahgarii was a Bnihinan’s purohiti. or priestly dues. Certain otliers 
belong to MuhabrahiuanK (funeral priests). Most of them, however, 
belong to Bhangis (staivengersi. The mortgages of gardens and trees 
range from Rs. 20 on a single tree to Bs. 2.000 on -i garden. 

2. -The Inspeetor’fieneral alsfi provided us with (1) the figures of 
■aortgages by districts for 1928, w'hich are given in the sixth cdninn of 
Table II; and (2) the provincial totals of mortgages for tlie last twelve 
years. These are given in Table III. 

8. A\ith the help of these figures we have framed the estimates 
of lond mortgage debt which are discussed in imragraphs 156-157. 
The method of calculation was as follows ; — 

^ (II The districts of the firovinces were arranged in groiipa 
corresponding in their general attributes to the four sample 
districts for which we had classified figures. The 
^ peieentages mentioned above were modified to suit local 

9 
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dreomBtanoes : tor instance, in Bnndalkhaml, land 
mortgages, as a result of the Land Alienation Aot, are 
unpopular, whilst in the permanently settled districts they * 
are more than usually numerous because certain classes 
of tenants have a transferable right. 

(2) As the figures of the registration department are those of tha 
registration circle, the district i)ercentageB were then oom- 
hined as requisite, being weighted on the basis of pqpnla> 
tion. Finally, they were applied to the circle statisticB. 

(8) The sulMlivision of the total land mortgage figures into ordinary 
and usufructuary was carried out in a similar fariiion. 

The result was the figures in Table II. 

According to the figui'es of the four districts the proportion of 
usufructuaiy to all land mortgages is 32 ]ier cent. It is, 
however, disturbed by the figures of Partabgarh, where the 
proportion is well over 50 per cent., a fact due not only ti> 
a relatively high number of such mortgages, but also to a 
considerable number of individual mortgages for large 
sums. Generally speakiiig, however, the proportion appears 
to 1)0 slightly over 20 {icr cent.; and this figure has been 
taken in the case of all districts except a few regarding 
whidi definite information is available to show that 
nsnfructnary mortgages ai-e specially common. The totai 
amount of such mortgages is then Rs. 145,25,000 or 20- 
per cent, of the total. 

4. These figures, iKiwever, arc those of a single year only; and at 
any one time, the total mortgage debt consiats of the accnmnlaftksiB of 
many years. For simple mortgages the niaxiiniim i.)criod is generally 
17 years [see i)aragraph 152(1)], and the average |)criod can be taken at 
12 years. For usufrucluary mortgages the period may be as much a» 
60 yeaxB, and the average can be taken at 20 years. AsRuming that the 
proportion of land to other mortgages is reasonably constant,, 
then we can obtain an estimate of the total land mortgage debt of the 
inovince by applying to the figures in Table III the proportions result- 
ing fkom the figures in Table II. Table III can be taken as it stands 
for siifiple mortgages, since it relates to a twelve-year period; for 
nsufruotnaiy mortgages, since the period is 20 years, the figures mu^ 
be increased accordingly. It is on this calculation that we have arrived' 
at wt estimate of 70 crores of land mortgage debt, of which simple* 
mor^agee account for 44} crores. and usufractuaiy for 28} croraa. 
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6. These estimstes rest on a very narrow baais of fact, and the 
heat t h** eaa be claimed for them is probability. 

6. //. Agricultural debt . — ^We have at our disposal a mass ol 
figutes relating to debt. They ore derived from different sources. 

(e'l Settlement figures . — ^Tbese were ooUeeted by settlement <^een 
in the course of their economic inquiries during the years 10i28 and 19ilB. 
But unfortunately, they are available only for parts of some six districts,(') 
five of which, moreover, form a compact tract in the Gangetic Plsin^ 
so that there is a certain sameness in their figures; whilst Uie figures 
themselves, except in one case (line Bareli), relate to debtors rather 
than debt. Consequently, though these settlement statistics ate ct 
considerable value in many ways, we have only bem able to use those 
w’hich relate to Roe Bareli in framing our estimates of debt. They are 
fully discussed in a se|iatute note, {Hvpared by the Chairman, which will 
be found in the Evidence, volume IT, pages 1 to 20, 

7. (b) Witnesses' perecfiUtge estimates . — Many witnesses in answer 
to one of the questions in Part A of the questionnaire have supplied us 
with percentages representing their idea of a nonnal distribution of 
debt between different objects. There are 71 sets of these percentage 
estimatffs (ajuirt from a f(‘W that for one reiisoii or another bud t-i> be 
dlxcarded^./ At first ^igIlt these estimates apfwar to be m^Te guess work; 
but inquiries tiuide at oral examination and careful scrutiny of the 
evidence show that they arc more. I'hcy are often based on tla* witness’e 
special knowledge of debt in a particular place. They are Hometimer 
the results of lociil in<|iiiries; nuist often iM*rhaps, they ivprctMMit not tlie 
opinion of a single, yierson but the joint opinion of several persons in 
consultation. They h.ave to be used with caution, but still they can be 
used. They iisiinlly may bo taken as representing a normal distribution 
of debt in a iiorniiil year. Some witnesses indeed have given two sets of 
estlm'atos, one for nonnal times and one for abnormal. 

8. (c) SUitistirs eoHe.cled by trilnesees.—Out village survey reports 
exmtain statistics of actual debt, collected by local inquiry : whilst other 
statistics have been su|H)1ied by witnesses, cither from tiinlorials in 
their posseasion (mainly the accounts of district coKiperalive banks), or 
as the result of local inquiries which they had themselves made. Thera 
ate In all 43 sets of such fignres, relating to areas as large as a tahsil and as 
small as a few families, but mostly to single villages. Tho total smonnt 
woB Its. 33.57,000 in round figares (of which some six laklis represent 
the Rae Bareli settlement figures mentioned above and another laUi 
rqpresents fignres taken from the Unao rent>rate reports). 

f) T sa vt a w r, UnsA, Bm Burelia Futabgaife. Ban Baalci and Bodana^ 
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9. These etotistics have only a limited utility. Fbr the most pan, 
they were presented as illustrating the objects on which debt is incurred; 
and as a basis for estimating the distribution of debt betwemi varkras 
objects, they are of great value, though, even for this purpose, they are 
to some extent viljjated by the fact that they have been .taken at different 
times, and therefore represent different economic conditions. On the 
other hand, it is not always possible to discover how many individuals, 
or even how many villages, are concerned in this debt ; whilst as chance 
would have it, they are unevenly distributed over the province. They 
relate to 22 districtsC*) ; but nearly 16 lakhs relate to the hilt tracts; 
nearly 8 lakhs relate to five neiglibouriiig Oiidb distrU'ts: aihout 4^ lakhs 
relate to five western districts : the rest to scattered districts in the 
•cf'ntre and east of the province. 

10. They have been used (1) in conjunction with the witnesses’ 
estimates mentioned above, as a basis for the estimate of diatribntion 
of debt according to objects; (2) by themselves, as a basis for the estimate 
of distribution of debt acconling to its period. 

11. (d) Statistum collected by the revenue Mtaff . — ^It became 
apparent in December that the figures of debt already available would 
not suffice as a basis on whicli to build up an estimate of agricultural 
'debt for the whole province; whilst die information available regarding 
certain important aapects of ngricnltnral debt Were wholly inadequate. 
These were — (1) the distribution of debt acctmling to caste or social 
status; (2) the distribution of debt as between landlords and tenants; 
(3) the distribution of debt as between holdings of diffei'ent sizes; (4) 
variations in the burden of debt; (5) the distribution of debt amongst 
various classes of creditors; and (0) the pi-uimrtion of indebted to debt- 
free. Vfe accordingly dei*ided to collect further figures, and at our 
request Government kindly agieed to lend ns the services of the superior 
revenue staff for the purpose. We accordingly devised certain forms 
which we sent both to the supervisor quaniingos and the inspectors 
of the oow>peratMre department with instructions to fill them up for 
three villages in each officer’a circle. The work took longer than we 
expected; many of the retnma were not received till April, and even at 
the present time (May 24th) there are still some returns due. By this 
method, however, we have collected the statistics relating to 1.382 
villages with a population of newly 675,000; whilst the number of 
individual cases examined amount to some 54.000. It is on these 


(*) Nsini Tal, Almora, Garliwal (hill*); BnUmdduihr. MnUn. Maanit, Alisii8>> 
Ibinmui (wwt); Bae BareU, Uoao. Haidoi. Partabmih, Bara Bank! fOiidh); Bonmi. 
ktenUMbad, Btewsh, Al l a h abad, B^, Oonklemr, BHuma, Obaslpar, Min^ar. 
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figures that all our other estimateg relating to debt are baaed. The 
total figure of debt is over 88 laklie. 

12. Ustifnale of dittribution of debt according to its objeets.-— 
This estimate whs based on a combination of the percentages provided 
by witnesses (porugrapfi 7>, and the statistics mentioned in paragraph 8. 
The process of compilation was as follows : — 

(а) The 43 sets of stuliHticK w'erc combined into 22 district totals, 

and reduced to t>^rcentages. 

(б) All percentages wrire then combined into three main gronp»~ 

“[•nMlnctivc**, “unavoidable", and "iinprudnctive". In 
the first group the priiiciiMl items were purchase of seed, 
plough and milch cattle, and manure, labourers' wages, 
the building or re|)air of w'ella and hoiiseH, and the piir- 
i'liaoe or mortgaging of land. Under the head "unavoid- 
able" were placed borrowings for siibsiotence and the 
IMiyment of revenue or rent; ami, under the head "unpro- 
ductive", all ImrrowingK on account of social or religions 
functions, litigation or the r«|M»yment of old debt. Ky 
combining the first and serond tdasses a second classi- 
fication was olituined into "agricultural" and “non- 
agricultunil" debt, and, by combining the second and 
third, a third classification into “productive"' and "unpro- 
ductive", This arrangement also had the effect of 
smoothing out minor differences. 

(c) The pen'entuges were then arranged in gron|tH by districts and 

natural divisions, and carefully compared. Those which 
were markedly different fmin the rest were discorded 
altogether. The total number ftt sets of percentages was 
94, of whi<-h 71 wen? witnesses’ estimates and 22 were 
Iwsed on actual statistics; of these eighteen sets were 
discarded. 

(d) Finally, the percentages were amalgamated. The rasnltant 

figures are in Table TV. 

18. Eetinuitre of dielribiition of debt according to pertbd.— -Most 
of our witnesses have expressed an opinion regarding the nlation 
of long-term to short-term debt; but their statements are alraoet invari- 
ably and inconclusive. And when a witness has provided sti 

b^ of the distribution of agricultoral debt by objects and of 
rts disMbntion by periods, the two estimates are generally irrecondlsble. 
^ , ™^«™ed witnesses. Cor instance, having given ail 

rotate of the kind which saggests that 87 per cent, of tfie debt 

IS ong-term and 83 per cent, sliort-term, follows it up by sayifig that 
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90 per cent, of the debt must be regarded as long-term. This sricne^s, 
when he made the second statement, was undoubtedly thinking not of 
the period in which debt of a particular kind ought to he repaid, but 
of the period in'which it probably loould be repaid; and, no donbt, the 
same explanation obvers other similar cases. But there ia much con- 
fusion: and accordingly, whilst discussing the distribution of debt 
purposes, we propose to consider only the figures of actual debt already 
mentioned. Out of the total of nearly 33} laklis no less a sum than 
29| lakhs has been distributed in sufiicient detail to make a complete 
and accurate classification possible. For the balance of just over 4 
lakhs there is less information, but we have sub-divided it according 
to the proportions in which the main sum of 29} lakhs is sub-divided. 
Figures jof this kind, consisting os they do of 43 items derived from 
83 districts all over the iirovince, make an adequate basis for discussion. 

The figures are given and full}' iliscMissed in iiarugraphs 169 to 175. 

14. Other esUmatee of agricultural debt . — ^All other estimates nie 
based on tlie statistics collected by the revenue staff. Before these could 
1)0 used, however, they required certain adjustments. 

(a) The figures had been arranged in two ways, (1) according to 
different types of debtors and (2) according to different types of creditors. 
The two sets- of statistics of course, should have corresponded exactly; 
in fact, they differed in tlie case of every single district, and not only 
in respect of the amount of debt but of the number of debtors; and in 
(he total, tlie figures arranged according to creditors exceeded those 
tirniiged according to debtors by some 20 lakhs. A close examination 
disclosed the icusou. The inc-reose in the miiuber of debtors 
WM due solely to the fact that many of them owed money to two or 
more creditors, and thus reapiHMued several times over. A decrease in 
the amount of debt meant merely that the inquirer had been unable 
to obtain complete information regarding the classification by creditors 
and had left a part unclassified. An increase in that amount was almost 
invariably explicable by the discovery in the registration office of land- 
lord’s mortgages secured on the village which had not been mentioned 
to the investigate during his local inquiries. It was, however, a task 
of no small difficulty to adjust the figures. 

(by In a few instances the investigators had misunderstood their 
instmctkins regarding the reewd of ^bt-fkee cultivators. In three 
districts they were omitted entirely; in two others they were impossibly 
low. all these cases the nombw of debt-free was fsttimatwi on the 
basis of the figures of neighbouring districts, which in other lespeets 
showed sim3ar figures. 
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15. The iifi^vres will be found in Tables V to IX. 

Table V shows fur tenants and |ieaHant-proprietors the distribution 
of debt according to four sises of holdings — ^namely, (1) less than five 
acies; (2) between five and ten acres; (3) between ten and twenty 
acres; (4) twenty acres and over. By peosant-projirietor is meant the 
small pattidar who whilst owning land of his own is also a tenant of soma 
4 }tber brother pattidar. Their figures have been combined with those 
of tenants bct'ause in all-important economic respects the two are 
indistinguishable. In each case the figures given are the number of 
debtors and. the amount of debt. 

Table \*1 shows the eorrelatiuii Ih'Iwccii debt and the ivnt or 
revenue paid by tenants and peasant-proprietors. These figures afford 
a fair moasiirc of the burden or incidence of debt. This table shows 
the following figures : (1) number of debt-free, (2) the number of debtors, 
and (3> the iiinoiiiii of debt, under the three following groups : — 

(a) where the debt is equivalent to less than one year’s rent, 

(bl where the debt is more than the rent of one year and leas tliaa 
the rent of two; and 

(c) \«^here the debt is more than the rent of two years. 

These^, figures an' also nrninged in such a way as to show the nurol)or 
of persons who <-an Ih^ regarded as iiiwnciiiiihered and encumbered by debt 
respectively. The iinencumliered are those who are debt-free or owe leas 
than one year's rent. The encumbered arc those who owe more than 
one year’s rent. 

Table VII allows the nuiiilhsr of landiurdH who artt debt-free and 
indebted and their total debt. 

Table VllI shows the distribution of debt ai'cording to various 
classes of creditors, namely, village mahajans, town moneylenders, land* 
lords, tenants, (lovemment (taqari) and co-oiteraiivc credit societies. 
These is also a column for unclassified debt. 

Table IX shows the total debt boUi ot landlords and tenants arranged 
in six caste groups as follows 

(1) Hi|di castes — ^i.e. Brahman, Bajput, Musalman Bajput, 

Saiyid, Shaikh, and Pathan. 

(2) Castes of good agricultorista— Ahar, Ahir, Kisan, Kurmi, and 

Lodha. 

(8) Market gardening castes— Boghban. Kachhi. Xoiri, Mali, 
Mniao. and Satni, 
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(4) Agricaltural castes of low social statas — Bhar, Chamar, aod 

Fui. 

(5) Non-agricoltural castes — ^Kalwar, Kayastha, Ehattri. and 

Yaish. 

(6) Other castes. 

This table shows for each district and each caste Rroup the number 
of persMis who are respectively debt-free and indebted, and the amount of 
debt. 
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TABLE III 


Xumbir and valw of mortgago dotdt relating to immovable properly 
regitlered during the tvodte yeare 1917 to 192H. 
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APPENDIX n. 

Method of entimating the total volume of debt. 

1. The whicli we have used as a basis for estimating 

the total debt of the province consist of : (a) Tlie total figures of tenants 
and peasant-proprietors’ debt as collected by the revenue staff; (hi n 
certain ]Mirt of similar debt statistics collected in the course of onr 
surveys or provided by our w’itnesMw to the extent of Rs. 24,81,140 
affecting 28,825 iiersous; (c) the statistics of landlords' debt as collected 
by the revenue staff excluding tliait part of it which we estimate to be 
niortgugf'd debt (sih* |iaragraph IWi; (rft mortgage debt us si*jinr(itely 
estimated on the basis of tlie Registration department’s figures. Tn 
our calculations \vc have for convcnlciu'c’ siikc. kept these three figures 
entirely separate. 

*2. Thu debt which we arc considering is that of landlords, peasant- 
proprietors and tenants. These three classes run be taken as equivalent 
between ihetn to the two census <x‘cii|KifionK described as — (]) income 
from rent of ^’igricnltnral land and (2i ordinary cultivation. (') Tlie 
former term represtmts “the rent iweiver’’ i.e.. the landholder, who 
derives the greater (liirt of his inc'onie rn>in the mht of his land; the 
latter term represents those cultivators who. whether they let (or sublet) 
any part of their land or nut. at all «>vents ddrive the major part of their 
incoiiR* from their own cnliivntiun. Rmighly, the former ocenpation 
covers the bigger landlords; the sec’ond the tenant and the |ieHBant-|«r«>> 
prietoi*. The total figures (ronnded'i as at the last eensns are ; — 

(I ) IT f-nni** fr. in if nt i f n^sriciilf iirnl I: i.<l • • . . HIS.CK'O 

('i) - rdif nry niliiVHlifiii •. .. .. S8,rilA,or'0 

Census Table T. eolninn 11. gives the total rural impidation, which 
amounts to 4fi.570.nnO. The difference between this figure and 
the sum of the two former figures represents ronglily that part ^the 
rural fxipnlntion which cultivates no land of its own. * 

3. Tlie first step in framing our estimate, therefore, was to 
ascertain the percentage of the total niral population which is non- 
agneiiltiirist; to apply that proiiortion to the population, on the 
debt of which our figures were liased (675,000 round); and to deduct 
the result from that figure : — ^thus giving ns a population which corres- 
ponded to the total of the two agrksidtiiral occupations mentioned above. 

(*) Onnw Table 3CVn, elaaae (•), nib^ltMs O), Order I, MbdivieioiM I and I, 



4 . These figures, however, include not merely landlords, tenant* 
and peaeant-proprietora, but also their dependants. Hie next step,, 
therefore, was to adjust the figures so as to ascertain how many of th» 
liersons included under these two heads were potential debtars. In 
the case of the entry “income from rent of agricultural land", no more- 
was necessary than to take the census figures for “actual workers" undor 
this head, since every “actual worker” is actually a landlord, and 
therefore a potential debtor. 

In the case of the figures under -the head “ordinary cultivation”,, 
however, the calculation wds moie difficult. “Actual workers” in thia 
case include not only tenants and peasant-proprietors, but also those 
of their families who actually amist them in their cultivation. The 
only potential debtors, however, are the tenants and peasant-proprietors 
themselves, and accordingly only a part of those recorded as actnat 
workers are potential debtors. 

6. To allow for these facts we have made the following adjust- 
ments : — 

(a) The [Hoportion of workers under the head “income from agri- 

cultural land” to the total under that head was first 
ascertained and applied to the number of landlords actually 
recorded in our statistics. The resultant figure was suIk 
tractod from the agricultural population already as(*ertained, 
thus leaving a total figure representing tenants and 
peasant-proprietors. 

(b) The number of actual tenants and iieasant-proprietors in our 

statistics was then divided into the total population of 
such cultivators, which gave the proportion of potential 
debtors to the rest. 

(c) The total figure of cultivators as given in Census Table X^m 

was then divided by that figure, the result being the total 
number of potential debtors in the area concerned. 

Tlie next step was to ascertain the debt per head according to 
our statistics, lind to multiply the figure just mentioned, namely the 
total figures of potential debtors, by the ascertained debt per head. In 
the case of landlords, all that was necessary was to multiply the total 
numlwr of actual workers under the head “income from rent of agri- 
cultu^ land” by the average debt per landlord, as ascertained by our 
statistics. 

7. For tenants and peasant-proprietorB it was necessary to make- 
the calculation separately for the seven natural diviabns which lie in 



flw pfauns; and in the eighth or hill natural divieioii. Tor the folknrin|p 

tEMtB a^Murately : — 

Dehra Dun; 

Kumaun divieion, hill tracts. 

Kumaun division, Tarai and Bbabar. 

For landlords it aufRced to make a single calculation for the whole 
province. The figuras for these varinas areas are as follows : — 


D0§aription of dM and ariM. 



dtbt. 




Bs. 

T«babU Bad pCMant prof rialori. Dohra Don 
Kanaun divliioii. hill traciii • • •• 

a* 

a s 

.. «l,88,000 

.. S2.S8,000 

KumaoD divliioo. Tami and Bbabar 

m m 

• • 

.. 49,78,000 

Totil. Binalaja, Weol 

1,14,44,000 

Boh-HInalaya, Well 

m m 

• • 

.. 1,5730,000 

lado-Gangelic PUio. Watt 

m • 

• m 

.. 11,98,75,000 

ladO'Qoni^iitic; Plain. Control •• 

m m 

m m 

.. 5,11, 01,000 

Cantial India Plateau 

mm 

m m 

1,7730,000 

SaatBatpuraa 

• ■ 

m • 

.. 8738300 

Snb-liimalaja. Eaat .. 

Indo-Oangoilo Plain. Eaat •• 

• ■ 

9 9 

9,71,58300 

• m 

9 • 

.. 7,15,64,000 

Total. Tonanta and poofani propriotora 

.. 81.09.94.000 

Landlord* (cxeludfng nortga'^o debt) 
ilortgago dc«l 

• 

m 0 

a a 

a • 

a e 

.. 19,90.00.000 
s. 7O.M>.0(Il00O 


Uuaxu Total 

1.20,8401,000 


8. To this siiiii, however, we umile the folktwing additions ; — 

(1> The total number of farm st'cvunts and field lalNitirers is juat 
under f iiiillions, re|in>seiitiiig soim> KriT.OtM) families. Kome 
of tlicMf urtf iiiidoiihicdiy «lebt-free. 'J’lic otlicrs probnitly 
owe on an averaigc one qiit upteoc. We ustiiuute for the 
debt of these agritrultiirists 7Q lakhs. 

(2) There is a considerable amount of unregistered iisufntptuaiy 

niorigages Imth of the onlinary type and of the ty|ie 
of subleases. The number of such mortgages is probably 
considerable, but the sum must always lie under Tls. lOf). 
Wo catiiiiatc on this a<TC4Mint 2.'} lakhs, umounting to onu 
per cent, of the registered usufmetnary mortgages. 

(3) To allow for possible understatement of debt, we have allowed 

for a maigin of 6 per cent, on the two items, tenants and 
peasant-proprietors' debt, and landlords* debt other thatv 
land mortgage debt — a figure amounting to Bs. 2,61 ,54,000. 
The total thus becomes lis. 1,2333,06,000 or in round 
iignras 124 erores. 
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CHArTER V. 

AORlOUJ/rUItAL MABUnNO. 

244. ItolalUm of tJie eultivator. — ^In this pi'ovince, as in all agrical* 
tural ('.ountries with defective conimnnicatioiiK, the niarketiiig of agricnl* 
tural produce is a difficult problem. The peasant lives in rural isolation, 
cut off from the town where alone ho can sell his wares, an isolation which 
the development of transjiort facilities could only mitigate becanse it is 
inherent in the occupation of agriculture. That isolation has brought 
into existence a horde of itinerant dealers (heojiaris), carriei's and internie* 
diaries to serve as a connecting link between the |H>iisant and his market, 
and to intercept a |iortion of his rightful prufits. In this business the 
tnahajtin has his share; he is often liinistdf one of these iiitennedisries, 
and whilst supplying credit fur production-, has his eye u|ion the {irodttct.- 
In otlier parts of the country, such as some ilistricls of Eastern ]3engal, 
the moneylender’s fiower is limited, l>ccausc a constant succession of 
orojM enables the (ailtivutoi' to re{iay him c|uickl,v. Hut in this pioviiare, 
with only two crops and an uncertain rainfall , momy lenders are power- 
ful, heoparin aie nninerons; and bc'tween (hem they an* able to regulate 
the marketing of agriculture in a munner which secuivs to them a 
considerable shaiv of the ]iensant’s Icgitimntc profits. 

245. Bud eonimunivationH. — ()iie cause of the multiplicity of 
itinerant gruin-denlers and carriers in the proviiK-e is its unsatisfactory 
■coinmiiiiicatiuns, both fnim the fields to the village and from the village 
to the maiidi. Metalled loads, whether ]>roviiicial or local, are for the 
moat part sufficiently good, and Government are s|)eiiding large snins 
•on reconstriK'ting those of them tluit cairy heavy traffic. But the uii* 
metalled road is always in bad repair : whilst the village lanes are narrow, 
tortuous, often cut up by ravines and often impassable; transixirt is slow 

^ and costly, and imposes such a severe strain on the villager’s bullocks, 
that he is loiniielled to depend principally on the beopari, who alone 
posaessea ineana of transport and animal power sufficient to undertake 
ithe movement of produce. 

, 246. At the firesent day agricultural produce is usually transiiortml 
from villages to the village market (painth) or market town (mandi) 
in bullock and camel carts, on pack animals such ns camels, ponies. 
buffaloeB and donkeys, or in head-loads. There was formerly a Inrisk 
river traffic, especially along the Ganges, Jiunna and Ghagra, but it has 
^rreatly declined in importance. In tlie hill districts pack-animals and 
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liead4(Nida an more common than elaewhere. Motor traaqport hen,' 
oomidanbly increased in recent yean, and in some districts the knry 
and motor-bos has come to stay; but at present they carry for the 
most part only passengem and perishable goods, such as fmit and 
vegetables. Bad roads and lack of ' mechanics, as well as the 
seasonal nature of the traffic, will hinder the development of motor 
tiransport in the rural areas. 

247. Types of itinerant middlemen . — ^The BanjaiwK*) are well 
known in man}* parts of the inovince. nomadic middlemen, who collect 
grun in the villages. Elsewhere they are powerful moneylenders; for 
instance, in the Tarai and Bbabur, where by kee|Hng the Tliarii and' 
Bhokaa agriculturist perinaiieiitly in their debt they are able to 
secure their rice cro|M at a favourable rate against their advances. 
In most parts of the province, the beoparis are larhiwane with their 
carts or baniae with their pocdt bullocks, ixmica or buffaloes, who wander 

^ from village to village at the harvest season, and buy up grain. Tn some 
•IMAs. such as (ionda and Bahraich districts, the larhiwane o|:ierate with 
their own capital: in the hills the business is in the hands of ponywataa 
who are sometimes financed by grain merchants. SometiiiK's the village 
potter disposes of the cultivator's pnidiice, which he brings to the'mandt 
on his donkey: he is said to lie skilful in deceiving the cultivaUir by false 
weighment. ^ 

248. The village taula . — ^The village taula or weighman usually 
' measures the gniin. Oo'asionally he brings samples weighing a chhattak 

or so to the nearest mandi, and after obtaining orders, returns to the culti- 
vators, takes over the produce, and delivers it to the arhatia. The 
weighman gets Ids dues from the cultivator. Sometimes the taula is 
eliminated, and the cultivator himself takes his samples to tlic market. 

249. Periodifal marlete. — Well-to-do cultivators often w*nd their 
produce in their own carts either to the mandi or tlie ix'ricslical market 
(patnth). Such markets are held once or twice a week in imfiortant 
localities. It has been cstiinatcd that in a Basti village cartiiifm carry 

« OThe BanjArafi arc a tribe wboae boaimi^B it ia to be carrim nf grain. They are 

mantion^ by Bada^mi. ‘*Tbey traverie the country oonveying the grain, often from the 
graateat diataneea. in large bndiea wliicli reaemble the march of an army. They encamp . 
with rgf^lariiy, never mging in houace; are atrongly armed; and ready to fight oo 
contemptible battle in their defence. The practice oomea dfiwn from a remote antiqnltj; 
and marka that anaeltled and barbaroua vCate of aoeieiy when mordhanU are dbligM to 
dapend upon IbemMlvca for the meana of defenee. 

Tha ezperiencad ntility tA *faeir aenritea haa prorured them conaiderable privilegea. 

M nratnl n all waya; tbe^ aaln^ a right af trandt rhmigh aD 
aaoBlriaa aas the armiaa wbiefa apaiv aothtag alaa. act sadw a apaeial oUigalioB. uUem • 
v i ols tid , at laapaeliag tha pnpaity at Um Baaiaiaa.** 

(Mm aaa Witon, Birtan al BritiOi InBt, V, p. SM. Lona-irastsIMs'i 
TtaMrOh, p. HO, aola.} 
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7B pw emit, ef ilw prodoee to the marlwt, whilst village benlds and 
Veoparig carry 25 per cent. The beopari, however, plays a more 
hM pnftom* part in the marketing of valuble crops like linseed, mne- 
tsid, wheat or sngarcane. While the cartman's operations ara con- 
mainty to roadside villages, the beopari goes everywhere, and 
either pays in eadi or takes over the produce on credit. The beopaH 
in his tom sells to the arhatia who forms the next link in the chain 
of marketing agencies. Occasionally too, the agents of large exporting 
firms visit the bigger markets and landlords collecting wheat, barl^ 
anJ oilseeds. Sawn (hemp) is purchased by an Engludi firm through 
heopairie in Fartahgarh district, which carries on its export business on 
the spot from October to January. 

260. Diferewce between organieed and unorgawiaed marhete . — 
There is a regular routine in agriculture; the cheaper food grains are 
grown in the kharif, the money crops in tibe rabi. But where dr* 
cnmstances are favourable, where irrigation is adequate, where soils an 
specially fertile, or agriculturists specially skilful, there m a tendency 
so abandon routine and to grow more of the remunerative crops, such 
aa sugarcane, cotton or wheat. And marketing matches production, 
jin a tract of routine agriculture, when the quantity of marketable crops 
ia small and their quality poor, the trade is in the hands of small men 
and concentrated in village markets or small mandia. But in a tract, 
such as the western districts, when them is a large production of the 
valuable crops, the traders an wealthy, and the markets, though few, 
an important, and well organised, especially if communications on 
also good. It is in these bigger mandia that the wholesale arhatia is 
found; the financier who, by lending capital to the beoparia, makes son 
that the produce of the neighbourhood should reach him regularly at 
harvest time, the commission agent of the wholesale merchant and the 
mill, and the most important link in the chain of middlemen which 
unites the cultivator and the exporter. The arhatia is also found in the 
smaller mandi or even in the parnth, but then he is a mem collecting 
agent, who passes on the produce to the big arhatia in the larger mandi. 
.who often finances him. 

261. Hypothecation and diapoaal of oropa to moneylenders.'— (a) 

jTke khandaaU eyetem.— Bi tracts which grow valuable crops the village 
mahajan often uses his influence over a debtnr to seeum a lien on 
his 'produce. For instance, the cone-growing areas of thiw province 
have brou^t into existence a distinctive type of mahajan tiie 

hheaukaUi who advances loans many months before the sugartone crop 
is ripe on the stipulation that tiie sugarcane juice will be dt a 
fitrvrard rate, which rate is usually very much lower tliA» fh^ juniaaflimF 
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marlnt nte at the tiuie when the crop ripens. The cost of cradling 
is borne by the cultivator, who also pays the inahajan rent for the' 
I »na«»hini» which he supplies. This advantage covers the loss which the 
khandtaii suffers by charging no interest on the loan. The following is 
a typical exaniple from Bareilly district. The khandtali advent 
in July, August and early September about half the yield 
of sugarcane valued, the balance l>eing given at the time of crushing. 
The cultivator by a forward contract accepted a rate of lls. 20 to Bs. 23 
per 100 maiinds of juice. As the in^|x>rtiun of juice' to caiM is 11 to 
20, th»B works out, roughly, to 2) aunas per inaiiud of cane. 8ome> 
times tlie khatuUali offers a higlier rate of Bs. 40 to Rs. 60 per 
100 maunds of juice, but in this case he chatges interest at tlie rate of 
24 to 36 per cent, on the advance, which counterbalances the bette' 
price. If the cultivators hail sold it at the harvest rate tliey would 
have obtained nearly ti annas per niaund (of juice). 

(b) Cotton . — The tnnhajan often secures a cotton crop by forward 
i'Ulgreenient at a low price. The following is an instance from Oawnpore 

district. A inahajan purchased KKt inaiinds of raw cotton for Rs. 8 
per raaund. lie sold the raw cotton in one of the larger markets for 
Rs. 9 a inaiind, making a profit of Rs. 100 on expenditure of Rs. 600; 
his charges for cartage, handling and market dues would Iw some 
Rb. 1.5, .so tl^t his net profit was Rs. 83 nr 10'7 per cent. The enlti* 
vator receiveil, not, approximately fourteen annas per maund less than if 
. he had marketed his crop himself. 

(c) Flowart . — ^The perfume dealers of Kanauj, Delhi or Ahmad- 
abad make advances to fanners, who stipulate to supply roses produced 
in the next season at a price settled when the. contract is made. The 
perfume manufacturers of Jaunpur also advance money to rose growers 
in Ghaaipur on siniilar conditions at nominal interest. 

(d) Ghee. — A similar system of advances is prevalent in many 

districts for the. marketing of ghee. The arhatuu lend money to the 
village ghee dealers, who in their turn advance small amonnts to culti- 
vators. The latter undertake to supply to the dealers a fixed amount 
of ghee during the season. The price paid for ghee in advance is usually 
from 23 to 30 per cent, below the current market rate, and ia often 
based on a seer of 80 to 120 tolas. In Etawali the cultivator also 
agrees to a pmialty danse in case he fails to supply the stipnlated 
amount of ghee; the value of the balance at the cuixent maritet rale 
ptef 25 per cent, is deducted from the amount pud to him at the 
h«lginning the next seaeon. ^le village ghee dealer thus oolleele 
ghee fran the oonntryaide and sella it to hia erkotM, edw at 
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it to the merchaat at a price which is settled by baEgainiiig. At Etawrii 
the price settled is usually based on the price praraOing at the time in 
Calcutta; but wberaas the Calcutta maund is one of 40 seers, the 
Etawah is one of 50 seers. Several market dues have to be paid by the 
village dealer, while certain deductions ate also made fm: adulteration 
or for mattha (curds). 

252. Open pticee. — ^When the cane, cotton , or hemp gvawear is 
advanced mon^ against the valuation of a crop bef<»e it is harvested 
he has little incentive to maintain or improve its quality, which suffers 
soccrdingly. It is not, however, true that the mahajan or heopari 
can always got the cultivator into his grip or that he abuses his 
advantage. The cultivators are shrewd enough to ascertain the mandi 
prices and to calculate their transport and other bhaiges; and the 
solvent among them often dispose of their produce not to the heopari, 
but directly at the mandi. In an organised market like that at Hapur 
cultivators from distant villages assemble in the morning at the shop 
of a haeheha arhatia together with pakka arhatias or their brokers. 
The bargain is the result of competition; the karda (allowance for waste 
due to dirt and adulteration) is settled by the kaehedia arhatia. The 
palladan (porterage) and weighing charges, doles tar charity, etc., are 
paid by the cultivator. Even after deducting these charges the cultivator, 
when he markets his produce himself, obtains a good price for it. 

263. The rdle of the heopari. — Of all the parties to a transaction 
in groin, whether it takes place in the rural or in the urban market, 
the most imixirtant is the village hania or heapari; and his importance 
increases with the distance between village and market. The heopari 
takes upon himself all trade risks, while his margin of jirofit, especially 
in the face of competition, is always small, sometimes little more than 
enough to cover the expenses of transport and marketing. His profits 
depend mostly upon fluctuations of pripes and upon certain economies 
which the cultivator dealing in small quantities cannot secure. By 
the intervention of the heopari the cultivator avoids all trouble and 
risks, mostly resulting from his own ignorance, and incur expenditure that 
handles large supplies, and by experience has learnt when to store and 
when to sell. The heopari ils <fften himself a cultivator, rich enough 
to tidee rides which an ordinary cultivator cannot; for if a 
smaSn cultivator were to market his produce himself he would run many 
risks, mostly resulting from his own ignorance, and incur expenditure that 
he cannot afford for transport, lodging and food. In short, in the preeent 
nnoiganised system of credit and marketing the itinerant heopeuri is a 
necessity. 
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254. Di^trenee of priee$ between the large mawU and the eonntrg 
mandi . — Bat tlie heopari, partly ]ier)iap» l•eoall8e he is iiidispenaablef 
is apt to exploit the ignorance an^ lielplessness of the peasant, like his 
compeer, the village mahajan, by manipulating prices; and as the num« 

.her of buyers in tlie country market is limited, the village seller is often 
unable to obtain a fair price in the small tuandi. In Bohilkhand wheat 
sells in the large mandie at 8 seers |)t'r rufiets but the cultivator who 
brings his grain to the village market gets 0 seers per mpcc, a loss of 
0 annas a inaiind. In the village markets of itenares district hemp 
sells at Bs. 5 {ler inaiind; in the city market after payment of cartage 
and market dues a( 1*2 nniuiK a rnautid, it sells at Bs. 7, a difference of 
Bs. 1-4*0 a mannd.t’t In tiio district of Lucknow the banto has ordin- 
arily a margin of at least 1*2 ])cr (* 00 !. owing to the diffenmeo in rates. 
The usual difference Im'Iwccii the village and the city market rates in the 
case of valuable grains is one M*er. in the cast* of conrst'r grains it is 2 
seers, per rupee. .Acetirale data relating to this difference in rates ora 
not available for all parts of the province; but it is evident that the 
difference is large and, as it cannot be accounted for by fratis|)ort and 
other necessaiy <'harges, must be due to inefficient marketing arrange- 
ments. 

235. Tihs roles of the haeheha and the futkka arhatia . — ^As the 
beopari links the village with the small iiiaiiift. so the karheha arhatia ^ 
is the link hctwci'ii the stnall mandi and the big organised market. 

The distinction between the kaeheha arhatia and pakka arhatia which 
is found in some big markets is of great importance. The kaeheha arhatia 
acts as a coiutnission agent for all sellers in the countryside, including 
cultivators, village hanias, beoparia and other itinerant c'arriers. The 
pakka or wholesale arhatia doc*s not deal directly with the sellers, but hyya 
through the kaeheha arhatia. It is to him, rather tl an to the kaeheha 
arhatia, that the ex|Miriing nriii or grain iiicrclumt send their agents. 

The volume of his business yiekls him so large a profit, that the loss 
which he inenra by buying through the kaeheha arhatia scarcely affeeto 
him. The pakka arhatias at such a market as Hapiir are in close touch 
with the foreigu markets through their head offices at the ports; and 
thus the moveiiieiit of world prices govern the Hapur prices, which in 
their turn govern the prices of the small market and the village. Bnt 
the arhatia'e saiea are not only to the exjiort and wliolesale trade, bnt to the 
retail trade too. He is the primary distributor of agricultural produce, 
und so stands at the apex of the structure of Indian marketing, with 
the kaeheha arttalia and the dealer in the small mandi in the middlu 
and the village bewta, beopari and caitm an at its baae. 

Ckrka'a svUmw Mbi» As Bajsl A«rimHw«l OaaniMiaa, TU. 711. 
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366. Marketing finance. — ^Marketing finance b^jina iflien tiie pr»> 
dnoe ia ready on the threshing floor, or even earlier, if the cultivator has 
received an advance on tlie understanding that he will sell his. produce 
to the creditor. The mon^ tac this initial advance, w for the purchase 
price, is provided by the heopari or kaehcha arhatia. Neither ot these nw 
the cultivator himself is able to hold the produce for a rise in price and 
must bring it as early as possible to market. Whether it is the cultivator 
himself, or the beopari, at the cartman who brings the commodities, 
whether they are sold directly or through the kaehcha arhatia, th^ are 
ultimately bought by the pakka arhatia, and. it is he who has to provide 
tlie money for the purchase. If he has already advanced money to the 
beopari to enable him to purchase in the village he simply makes an 
entry in his book, credits him with the value of the goods, and so decreases 
'his loan. Thus it is on him that is thrown the burden of providing 
marketing finance as soon as the crops are harvested, or, at all events, the 
greater part of that burden. 

257. The arhatia'e personal capital is seldom large enough to meet 
all the requirements ot his business, and he must himself borrow to 
increase his resources. He usually wants financial facilities in three 
forms : (a) For general business purposes, to advance to the beopari, 
or for storage and movement of goods, etc. ; (b) against storage, to pay 
.for the produce and hold it till it is sold, or till the client on whose 
behalf he is holding it has paid for it in full; (c) for the movement of 
produce from his mandi to the port town, mill yard or other place where 
it is required. The following are the methods in which he obtains 
money for these objects. 

• 258. (a) For general business purposes . — ^The arhatia makes arrange- 
ments with his sarraf or bank to give him the necessary accommodation, 
the amount and nature of which will naturally depend upon his relations 
with his banker, his past dealings, his financial position and the volume 
‘of his business. The advance may form the subject of a demand pro- 
note, a running account or a muddati hundi. The lender may simply 
rely on his signature or ask for a second signature. If the advance is in 
the form of a muddati hundi, the payee, i.e., the sarraf who makes the 
advance, may in turn endorse the hundi to a commercial bank to be 
diaeounted, and so recoup his resources. If the banker’s office is situ- 
ated in the same place as that of the arhatia the transaction is simple; 
he obtains money from, and r^nys at the banker’s office. But if the 
lender and borrower live in different places, the funds can be tranriSerred 
ip one of two ways : — 

(i) The lender sends a hundi ot another instrumMit payable at the 
place where the borrower residea. The haaUU ia nsurily 
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dmrthani, but it may be a matured mtMaU ftwiidi, drami 
by some trader in that place, and now due for payment. 

(ii) The borrower diawa a dankmm kundi upon hia *««««»*■■ and 
aella it in the load mariMt. 

The reveme operation follows when the payment is doe. 

The arhatia often has standing instructions from his more impor* 
taut clients to draw money from them whenever there is a chance for 
favourable business. Sometimes, too, he has an airangement with 
his correspondents or agents in other big centres or port towns, bj 
which they take loans at the beginning of the season whidi are later 
liquidated by the despatch of goods. 

(b) For storage. — This is a much more common form of advance. 
Tlie arhatia pledges his goods to his financier. He has produce stored 
in godowns, hot has or khattis, and ho transfers the possession of the 
godown to the lender. If his financier is an indigenous banker he 
simply contents himself with the key of the godown; hut if he is dealing 
with a coinmm'inl bank, the bank |nits on its own lock and signboard. 
Tliis gives nnti(% to the whole marimt that the godown is hyimthecated 
to the bank. Such a iiotic'e has the elfecl of reducing, pro tanto, hie 
credit: and tusiie of the bigger arhatias regard it as derogatory, and 
will not tyke advantage of (he financial aoconniiodatioii which storage 
can procure. Tlic banks generally advance 75 per cent, of the valuot,. 
of goods, but the sarraf is satisfied, as a rule, with a smalle3r margin and 
in some cases may even forgo it. We have dealt with rates of interesli 
elsewliero. They have fallen of late and ore iu)W reasonable. 

The arhatia often stores goods on account of hia client. He usually, 
asks for a small margin, less than that required by his banker, and in 
special cases may even disiiense with it. On the other hand, a client 
whose means are substantial may pay the arhatia the full value of the 
goods to save himself from interest charges. As it is not always possible for 
a banker to be present when goods are being stored, be cannot be certain 
that the goods are as represented, and that there is not a layer of 
inferior goods or even nibbish at the bottom. Accordingly the lender, 
when making an advance, does not rely solely on the security, but has 
regard to the borrower's reputation tor integrity. It may be incidentally 
mentioned that the kotha or khalli may be sold several tiroes before 
it is finally emptied and its contents sold for consumption or export. 
For the quantity and quality of contents the* interme^te purchiiaen 
rely upon the beejak (invoice) of the person who first filled the koOUt or 
UtatU, wbkh invoiee passes from every sdler to every purebaaer. It is 
extremely rare that the beejak is fradulently prepared, bat if on opening 
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•'the store a diacawpaiicy is discovered between the actoal weight or quality 
and that describe in the beejak, the original or first seller is reqpona* 
ible for mwlriiig good the difference. The beefaik, however, is not an 
instrument of ownership, bat only evidence of weic^t and quality. 

(o) Movements of goods. — ^When the arhatia sells his goods locally 
.he receiveB the value locally. Usually he has to wait tar payment for 
a certain time after delivery, which time depends .upcm the custom of 
the mandi. But if the goods have to be railed abroad he will either 
receive payment direct from the purchaser or, more commonly, he will 
draw on the purchaser for the funds. The sale price may eithn be 
absolute or dependent on the quality. In the former case he may draw 
■up to the full value, but in the latter case he is generally allowed to 
draw only up to 90 per cent, of the price, when the balance is adjusted 
.on tlie basis of quality after the goods have been examined by the 
purchaser at destination. If he is simply consigning goods to his agent 
for sale on his account, his agent will advance him up to 75 or 80 per 
oent. of the market price, and the account is finally settled after the 
.goods have been sold. 

Funds are drawn by means of a darshani hundi : the seller or agent 
at destination pays the amount of the hundi to its payee or holder. 
[Such hundii 1*^ either sapp<nted by a railway receipt or be clean. 
In the latter case the railway receipt is sent directly to the consignee 
and is made out in his name; in the former case the consignor and 
consignee ore the same, so that he may be competent to endorse the 
-recei^ to the banker to whom he offers the documents for purchase. 

The banks generally jirefer that htoidis should be supported by 
receipts, since their risk is thereby reduced. The limit for the purchase 
of clean hundis is contdderable only in the case of respectable clients. 
Some consignees, however, insist on receipts being sent direct to them, 
either as a matter of {westige, or because they themselves have to 
take an advance on the goods befeve they can pay the hundi. The 
lionks will rarely assist the smaller arhatias in such a case, who must 
then sell their danhmU hundis to a sahukar or samf. 

We have so far considered only cash sales. Sometimes, an athatia 
tolls on credit, at a period fixed by mutual arrangement. Contrary to 
the practice of smne western countries, such accommodation is rarely in 
the''fonn of usance bills, but of book debits. If a hundi is passed on 
by the purchaser in favour of the seller the latter can endorse it to bis 
financier, and get accommodation in case of need. 
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Vn, ItnprocenunU in mariceting finamte . — This description m s k ss 
the deficienci^ which exist in the present system of msrketinf 
finance. We make the following suggestions 

The cultivator's power of holding np stocks should be in> 
oreasedt this is possible if the cooperative credit societies 
nndertske marketing finance. The cultivator will then be 
able to get practically the full market price on the security 
his produce, without actually selling it. And because 
the whole of the crop will not be marketed at the same 
time and sale will keep pace with demand, the return to 
the agriculturists will be increased. 

(6) Storage. — ^We show later how storage could be reformed so 
as to create negotiable instruments of ownership. 

(e) Trade bdU. — If merchants introduce trade muddati hundie, 
instead of the present book credits they will create nego* 
liable instruments of an acce|itable kind, which can be 
used as, and expand the Itasis of, credit. 

(d) RaUtray receipts and darshani kundis. — ^If the practice of S!i|i- 
purting darshani hundis with railway rot'-eipta he extended 
it will be easier to sell them in the market and to banks. 

2ri0. Dealings in futures. — The agriculturist in an outlying area 
suffers a great daal from the fluctuation of market prices; and in all 
agricultural countries, we find, Ixwides the distributors, n class of traifen 
who specialize in undertaking commercial risks and whose trnnsactiona 
are in accord with the seasonal and world movement of prices. Their 
business tends to make daily market prir'eB correR|iond to the move* 
ments in supply and demand as they vary from season to season. In 
our province this function is chiefly in the hands of the pakka arhatiaSf 
through transactions known as badni ka satia.(*) At Hapur, Ghaziabad, 
Meerut, Muzaffamagar. Deoband, Shamli, Becunderabad, Dankaur, 
Hathras, and Agra large dealings in futures take idace; ea<*.h market 
qieeulatea chiefly in its own special product, — wheat in the marts in 
Meerut diatrict, wheat, cotton, barley and hajra in Hathras, and cotton, 
cotton seeds, gram and bajra in Agra. Such transactions take place in 
terms of khaitis, sacks, maunda or (in the case of cotton), khandie. 
V eet of tiiese tranaaetbna are settled in terms of differences, i.e., the 
amount which the value of the ccHnmodity rises or falls; not merely is 
there no actnal delivery of goods, but a very small sum may serve as 
covor for a large transaction. There are different conventions in differ- 
ent markets relating to the time and methods of setHement charges, 
end the proportion id the cover to tire amoont of the transactions. The 
Chambers of Commerce established in many of these marheta ore now 

(*) Asisiacoalnet for f»DW' mI« (oI gnin). SstUrntnasusOau. 
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endeavoaring to regalorive these conyentions' in the locm of nflee and 
bye>lawB. There are, however, many merchants who have not yet been 
enrolled as members, and many transactions take place outside the Cham- 
bers’ jorisdiction. Members, os well as non-members, often indulge in 
unauthorised transactions su^ as Uji ha aaUa (put option), ka 

$atta (call option), and naxrana (doable c^ion). And their ^ects upm 
prices are very different from those produced by the e^qiert speculator 
who deals in futures after a due consideratioa of present stocks, of the 
tendencies of demand and seascmal supply, and of the tone of the outside 
markets. 

261. Dumping. — ^There is some evidence to diow that exporting 
firms are occasionally guilty of duminng agricultural produce to facilitate 
purchase at lower prices. Thus in Bae Bareli, “the charge levelled 
against the leading exporting firm is that it shatters lorioes with a travel- 
ling load of 10,000 mounds of grain, which is dumped in the area in which 
prices are steady to lower them ad Ub, and then, after effecting pur- 
chases, the prices are forced up again. The well-known evils of cornering 
and dumping are practised in a novel form.’' 

262. Practical defects of marketing. — ^There are other defects in the 
marketing lystem which can only be cured by legislatirm nr administra- 
tive regulation. These ore : — 

(a) the nse of a variety of local weights or measures; 

(b) false weighment; 

(o) the levy of a variety of incident^ charges and imposts; 

(d) the absence of grading; 

(e) the secret settlement of prices. 

263. (a) Varietg of local weights and measures. — ^The confusing 
variety of weights and measures in India has often attracted the atten- 
tion of the Government. The Weights and Measures Committee re- 
commended standardisation in 1913-14, but its reoommendationB have so 
for been ignmed. Becently the Boyal Agrionltural CommiBsion have 
dealt with this matter. They realised tW local trade custom and 
traditimi were serioas obstacles to all-India legislation, and reomnmended 
that the Government of India should again undertake an investigation 
(ff the subject and lay down general principles to which the provincial 
governments should adhere, so far as this is possible without undue inter- 
ferepce with local trade customs. 

264. We strongly recommend that the United Provinces Govern- 
ment should institute an inquiry to ascertain what weights and measures 
are used in different ports of the province for all IdndB of grain tran^ 
tions and payment in kind, with a view to introducing standard weifl^ts 
and measures. In many areas the wright used for rural transactums 
Is different from that used in the mandi; sod it is always the cultivator 
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^Hio mlfera. Thus in Muttra diitlrict, for instance, the Village mannd 
is 46 seers, and though it is ccxiverted into standard measure there is 
always room for discrepancy. There is already a tendency for 
matioD of local to^tandard measures, and any action taken by the govern* 
ment will accelerate the change. 

265. (6) Incidental chargee. — In most markets there is a large 
variety of incidental marketing charges. It is only in the bigger mandie 
that the ariMtiae lev,'^ unifonii charges from cuhirators, and even here 
these differ from the chaiges which the beoparie have to pay; for the 
beoparie are frequent visitors to the nuuuli, and the arhatia is auxioua 
to secure their custom. Further, the charges fctr various items differ 
in different arhate; and cultivators and beoparie, when tliey are confronted 
On their way to the ntandi by the agents of the arltatiae, can never be 
certain whose total charges will ite the smallest. Wc have some inter* 
esting evidence as regards these charges Itoili in organised and country 
markets. We here give a com|iart8un of the charges in the mandie at 
Hapiir, (ihaaiabiul. Hathras and .\gra on the one hand, and u country 
market in Partabgarh district on the other: — 
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Transport charges are roughly Bs. 8 per cart load of 20 to 25 maniida 
for a distance of twenty to twenty-five miles. Thus the total sum 
payable between threshing floor and arhatia’t godown is about 6} annas a 
mannd; or 6| per cent, if the grain is selling at Bs. 8} a mannd. 

266. (c) Other defeete . — ^The arhatid's weighman is an adept at 
false weighment; the heopari and the cultivator are equally adept at 
ingenious adulteration. Purchaser and seller try to outwit each other 
in an unfair game. Neither the merchants nor the cultivators in out* 
lying areas have any accurate knowledge of the seasonal or daily variations 
of pi'ices, and often depend upon their mother-wit in the settlement of 
prices. In many tnandie the dallal or brcdrer uses secret signs to prevent 
the seller from following the course of long drawn-out bargaining. 

267. Regulated general markets. — In the Bombay Presidency the 
Bombay Ootton Markets Act, passed in 1027, established regulated cot- 
ton markets. We consider, however, tliat markets for separate com- 
modities are not suitable for this province, as most of the present mandie 
trade in sFvariety of commodities. This province needs regulated 
general markets, such as exist in Berar. We suggest that govern- 
ment, after making such inquiries as may seem necessary in suitable 
markets, should consider the question of introducing legislation. As 
recommended by the Boyal Agricultural Commission the initial ex- 
penditure on laud and warehouses incnired in starting such regulated 
markets should be met from a government loan. In a regulated mar- 
ket, complaiuts of wrong weighment, disputes regarding the quality of 
produce, and unfair arhat oc incidental barges would all become im- 
possible. It would be governed by a committee consisting of repre- 
sentatives of tlie various interests concerned whose duties would be to 
regulate the method of sales, to frame regulations for the control of 
middlemen and of market practices, and to deal with cases of fraudulent 
weighment, unauthorised deductions, or other illegitimate actsi- The 
Boyal Agricultural Gmnmission have approved of this system and re- 
commended its introduction in various parts of India, and have fully 
discussed the details of. management. Chambers of Commerce wa 
already established in mme of our bigger tnandis, sudi as Ghasiabad, 
Hapur and Chandausi, and have already done a good deal to organise 
«nd r^culate their markets. But thwe is still much to be done, especially 
in the matter of grading produce, for which certified inspectors, prefer- 
ably in government service, will necessary. 

268. Co-operatiee marketing. — ^Bnt'for efficient marketing more 
is required than mere regulation of markets. The most promising of 
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vuriona suggestions for improvement is the introduction of oo^peralive 
marketing societies. We have inatic little progress in this direction as 
compared with Honibsy and Bengal. when> a oonsiiierahle number of 
co-operative sale societies are at work, giving the benefit of good prices.' 
of grading, and of standard weights to the cultivators. In the Punjab, 
too, there are nineteen 0 (»-oiiemtive <‘oinniission sho))8. Our {wovince 
has done little in this direction.f'*) We must insist that the success of 
co-operative credit is Jeopardized, to a large extent, by the ab8eiii*e of 
organised marketing. The credit society and its nieinbers will benefit 
materially from the sale society, since the latter will collect tlio former's 
dues, and secure fur its nietubers ai l>etter prb'e for their produce. Or 
it may be found ix>ssihle for one society to combine Itutli credit and sale 
operations. 

209. Methods oj storage . — The exfsiing nietluMls of storage are 
primitive. The (leasiint, acarording to his need. kee|>s his grain in esr- 
iheii |)ot8, ill sacks, in bins or unclosiircs made of matting, mud and 
wickerwork, in large earthen cylinders, in a s|.iare room, or (where the 
water level is low), in underground pits. Primitive as they are, such! 
methods m>rve the peasant’s turn : for he has nut imicli t<» store, ami 
since ho stores for suhsistence, nut for sale, his stocks do not remain 
stored for k^ng. Storage in the market differs from village storage in 
ilegree rather than in kind. The kotha or bam replaces the kothila or 
bin : the market khatti is an undergmimd pit like the villiig<>r's, only 
liu'ger : the godown is a warehouse where the grain is stocked in bags 
or sacks. Merchant and peasant alike suffer a certain loss from 
insects, or rats, or undeiground damp; yet it would bo difficult hi per- 
suade either of them to adopt imimived metiuMls. The cxjieiise would 
be great, the climate is unfavourable, and except in the largest 
markets, thu stocks held are usually small. As the routine agriculture 
of the present day is gradually transfuniied into comoiercial farming, and 
the cultivator gains power to withhold produce from sale against 
a rise in prices, the not'd for improved storage facilities will no doubt 
gradually increase. The peasantry of this province are not likely to 
require grain elevators or licensed warehouses for some years to come. 
But the advantages that are likely to accrue from a warehousing system 
on modem lines are so great that we desire to make certain general 
cdiservationa on the aubject. 

270. Licensed warehouses . — Aa a boois of such a system, we am 
content to accept the provisions of the late Mr. Madan's draft Bill 

OonUi*^ mstfc s th u of ngtwne baa bsf aa with fTMt pfoaiM i» 
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*'for the establiahment of independent waiebouses/* a o(^ of whicli 
we received from the Central Comnuttee and which we have reprodnoed 
in an appendix to thie chapter.O To pat hia ptopoeab briefly, onch a 
warehonae must confonn to certain oonditions, laid down by statute oc 
statutory regulatum, in respect of such matters as sanitation, ^nlteradon, 
grading and management generally; it must be subject to government 
supervision and inspection; and the warehouseman and the grading staff 
must be licensed by government. The warehouse warrant would be a 
negotiable instrument aS title, and as such available to act as secnsity 
against a loan, or to support a trade bill. 

271. There is one point with which this draft Bill does not deal, but 
which we regard as important. Tlie warehouseman cannot be permitted 
to deal in, or lend money on, goods of any kind whidi he receives in 
his warehouse, either on his own account or on that of others; to buy 
or sell others' goods on credit, or to act as a guarantor of such business. 
Similarly, lie must not himself take part in the grading of the goods 
which he receives: the grading officer must be entirely ind^ndent, 
and preferably an c^cer in government service. The object of these 
conditions is obvious : the warehouseman to whom depositors entrust 
their goods for safe custody must not l>e in a position wheira he may be 
tempted to tamper with those goods, or exercise pressure on the de> 
positor to sell him his goods outright. 

272. Since government must, in any case, retain a large mea- 
sure of control over such warehouses, the question arises whether it 
would not be advisable fw government to retain their management 
entirely in its own hands, so that warehousing would be a State under- 
taking, worked by a State department. In this connexion some ex- 
perienced witnesses argue as follows. Since, sooner or later, all goods 
that are surplus in one place must be transported rail to another 
place where they are needed, the warehousing system, as a mere matter 
of convenience, must be linked to the railway ^stem. The best loca- 
tion for a warehouse is actually at a railway station; and as the railwaj 
company must sooner or later handle a part of the goods, it will save 
both some trouble and some expense, if it takes over custody ai those 
goods from the beginning; for instance, reweigfament would then be 
unnecessary, and disputes about differences of wei^t would be imposs- 
ible. "Accordingly, rinee the State through its State railways can 


(*) The Bin tsfcw no noeoimk of owtein inttlan of Mane iaqpartnaM, noil 

•of fhoM VO ntar in tlw tat : m compleU Uot will bo tand in XoidaMe, VoL II, np. SC-U. 
•of thaoo no nfar in ta tat : » comitao liit.iriU bo I wd in BoMmeo, Tol n, pp. eO-tl- 
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coihwnMiitly. and ohonld, take over the management of a large nnmber of 
^fHehonaea (inclnding, ex hppotheei, all Uie moat important), it 
nngr aa well take’orer the management of alt waiehonaea. 

273. We are of opinion that, even on their own premiaea, the 
advocatea of State intervention fiomewliat overatate their caae. Many 
ffpiwmerftiftl centrea poaseaa more linea of railway than onet and their 
ftationa are not alwaya contiguoua : (*) at which atatum, in aoeh 
a case, is tlie worehouKe to )>e located? Elsewhere, the business quaiv 
ter of the city in question may be situated at a conaidemble distance from 
any station : in such a case the most convenient site for the warehouse 
would generally be in the business quarter. (') Again, the market or 
maniifot'turing eeiitre might be situated either at a considerable dis> 
tance from any railway station, or from any station where large quan- 
tities of goods tx>nld conveniently be handled. (*) In all these cases, 
the usual metho<i of linking the wareltouses to the railway system >vonld 
be by |>rivato sidings and private lengths of line. And, lastly, no ware- 
housing system would be miiiplete unless every little market has its 
own little warehouse. Tlie position, therefore, is that whilst the rail- 
ways could manage a certain number of waFehouscs without much diffi- 
culty or much additional exfiensc, there would be sonic which it could 
not conveni^tly manage, and many which it could not inanogo at all,— 
save at a prohibitive cost. And we shiHild lie strongly averse to the 
alternative course, — namely, the creation of a sciNiratc warehousing 
department. Not only is it almost im|XMisibIe for government, aa the 
result psirtly of hea>'y overhead erharges. partly of the rigidity of its 
financial aystem, to manage any commercial iimlerlaking us cheaply as 
a private firm : but we (unsider it undesirable that the State should 
appropriate to itself a {uofituble business, unless that biisitiess is too 
large for private enterprise, or of great national importance. 

274. The licensed warehouse system, in the firesent condition of 
marketing, presents many advantages. Firatly, the producer by means of 
the grading system will learn tliat profit results from im{>roved quality, 
of seed, of manure, of agricultural methcsls. Seefmdly, it will ensure 
the use of correct weights and defeat any attempt at faslc weigliment and 
•lao adulteration. Thirdly, it will greatly seduce handling, weighing 
and other incidental charges. Laatly, it will provide a new nagotfaMe 
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insirnment of title, the uae of whidi does not present the sentimental 
objections which influence the merchant who hypothecates his goods 
as secority to a bank, — ^namely, the affixation of the banker’s seal and 
name board. In this connexion, however, it is as well not to exaggerate. 
There are some who regard the warehouse warrant as likely to fisoilitate 
the use of trade bills. But it would certainly be inconvenient to snp> 
port a bill by such a warrant. The bill would often pass through a 
aeries of discounts; if the original holder wished to sell his goods, or any 
part of them before the bill had been met, he mi^t find it difficult to 
trace and recover the warrant, and in any case, whether he recovered it 
or not, he might have to meet the Iflll before it was mature, at a 
when to meet it caused him inconvenience. The warehouse warrant 
makes suitable security for a loan, on overdraft, or a codi credit; but 
a trade bill must always depend on the personal reputation of the person 
who draws it. The advantages of an organised qrstem of licensed 
warehousing are sufficiently great without such exaggeration. 

275. Recent changes in marketing mcthwls. — ^It is difficult to 
gauge present tendencies in agricultural marketii^ and finance. Changes 
are undoubtedly going on to suit the circumstances of modern trade and 
finance, although such changes are more evident in the big trade and 
industrial centres than in the country towns and markets. For instance, 
the richer cultivators are, to some extent, bringing their crops to market 
on their own carts, ]x>nies, or other conveyances or through hired carriers, 
and in some cases are looking to the arhatia rather than to the village 
bania far tbdr finance. In the same manner large buyers who them- 
selves are shippers overseas are now beginning to deal direct with large 
cultivators. Both changes are for the better, since they will 
simplify trade by eliminating middlemen. But it is doubtful 
whether such tendencies as yet have s])read to any great extent. In the 
present conditions of communications and transport in the countryside, 
the beopari is an indisiwnsable link between the village and the grain- 
market. The cultivators deal in small quantities; the grain is of 
diverse varieties; their sales of produce are occasional, and they know 
nothing of grades of quality. They cannot follow market conditions, 
and, even if tliey have information about market prices, they do not 
know what their local prices should be. Farther, the credit of a small 
cultivator is small and precarious, and he must depend upon the village 
tna/tajan, a local man who knows his solvency, for the necessary" 
capital to carry on his agricultural operations. The village mahajan 
and beopari are also small men, who depend on borrowed capital, and 
look to the arhatia or the local sahttkar for their finance. Joint-stock 
banks, are still few in number, at all events in rural areas; whflst the 
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o6-«pe»tive movement, which is at preMUt oonoerned with the primaiy 
fonction of oiganiBing credit, has helped the cultivator very little in 
dUpoeiDg of hie produce. Thus the middleman for years to come will 
he an essential feature in rural economy, — ^hia principal function the 
collection and distribution of produce, and the adjustment of supply to 
demand from locality to locality and from season to season. But the 
sooner the present system of marketing can be simplified by the elimin- 
ation of middlemen or the telescoping of their functions, the letter for 
the producer : for at present he undcwbtedly loses to the middleman a 
considerable i>urt of the profit that should go to him. 


11 
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APPENDIX. 

THB AMBIUOAM SySTBlf OF UCBN8BD WARSHOVBBS. 

Ih India, aa elsewhere, when a merchant or manufacturer is in 
need of funds, one of tibe ways in which he can raise them is by hypothe- 
cating his material,' goods, or stock-in-trade to a bank which then 
allows him an overdraft or cash credit. But this system has certain 
defeots.— 

(1) A bank must keq> a large propmtion of its funds in a liquid 
form', i.e., cash or easily negotiable securities. A merchant’s goods are 
not an asset of this kind, since they cannot be quickly turned into 
cash. The amount of finance of this kind that the banks are willing 
to offer is, thoefore, strictly limited. 

(2) When a merchant has hypothecated hb goods he cannot affmd 
to give credit to the customers who buy them, because when he sells 
tb»m he must to the same extent reduce his overdraft, which can only 
be done with cash. But a cash price is usually lower than a credit 
price, and the merchant loses whilst his cust(uner also is often put to 
UMxmvenience. Further a merchant who has to sdl at a low price will 
only buy, if he possibly can, at a still lower price: and the producer 
then suffers too. 

(8) The goods remain in the possession oi the merchant : and this 
makes it possible for them to depreciate the bank’s security by nos- 
management, negligence or even fraud. To avoid this, banks often 
insist on the go^ being stwed in their own godowns, — ^whkdi a big 
merchant will resent as derogatory to his se]f-req)eot,— or on the provi- 
sion of 8(Mne collateral security, — ^which the small merchant finds it 
difficult to furnish. Banks, therefore, are chaiy of this kind of transac- 
tion, and merchants cannot get all the credit facilities that they require. 

In the United States, the ^tcm till 1916 was much the ssime as 
it now is in India. An Act was then passed, which has been amended 
in 1919 and 1923, to establish and regulate licensed warehouses. These 
warehouses are licensed by the Gk>vemment, under conditions relating to 
supervision and inspection whidi ensure that the storage facilities are 
eatisfact<H 7 and adequate, and that there are suitable amngements for 

r ding all products accoiding to quality. The person placing his goods 
Butffi a warehouse receives a warehouse receipt, giving full informa- 
tion regarding the goods themselves and the manner of their disposal. 
^ presentation of such a receipt the warehouseman is bound to hand 
over the goods described in it to the person who presents it, subject to 
the disuhttge by the latter of certain Uabilities. 

A wardionse receipt ci this kind is sim|dy a negotiable instrument 
of title, which can be and is readify bought and sold lil» any otbdr 
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fiiiuilar instniuieut. It is, in fact, a liquid aaaet in which banka can 
aaf^ inTcat, or occ^ aa collateral for a loan, overdraft, or oaah uradit. 
Since the goods are in the hands of a third party, who has eveiything 
to lose and nothing to gain by inismanugeineut . they lire entirely safe. 

The possibility of improving tlie credit facilities of the country by 
means of licensed warehouses of the American type nttracted the atten* 
tion of the late Mr. It. F. Madan. who drew up a draft Ttill on the model 
of the American Act. This Itill is re{>rintcd below. 

Dra/t 0 / a Bin to encourage the estabhshmrnt of indepeuileut tearehtnutee 

in India and provide for their proper ttuprrrmon awl eoutrot. 

Whbbeas it is ex|icdient to encourage the esiablishinent of inde> 
{indent warehouses in India, and arrange for their profier supervision 
and control; it is hcrchv enacted as folhnvs: — 

1. (li This Act may Itc called the Indian Tdcenaeil Warehouses 

Act. 

(‘2t It shall extend to the whole of Itritish India and shall come 
into force from 

2. In this Act, unless there ia an>thing repugnant to the subject 
or the loutext — 

(at '‘w’arehouse" will mean every building atriictura or other 
^ protected eiicliaiure itt which any raw produce or nianufac* 
tiiri^s arc stored, 

(bt "i)erson’' will include two or more persons acting in partner* 
ship or a (x»n|NUiy registered under tlic Indian Companies 
Act, 1913, 

(c* ’'waFehoii.seiiiair' means a person lawfully engaged in the 
biisiiiess of storing goods and merchandise including agri* 
cultural produce, 

(dt “receipt” means rc'ceipt issued by tin-, proprietor of a ware- 
hcMise for gtxids entrusted to him fur sttnugc. 

8. The (toremor-Goneral in Council may on application to him 
iaane to any warehouseman a licence for tlie ootiduct of a warehouse or 
warehouses in accordance with this Act and such rules and regulations 
as may be made hereunder: 

Provided that such warehouse is found suitable for the storage of 
the goods or mercliandise named in the application for licence and the 
warehouseman agrees to comply with and abide by all the terms of this 
Act and the rules and regulations made in pnnnance of the ssnie : 

Provided further that each such licence shall be on such terms and 
for such period as the Govemor-^iieneral in. Council may deem fit and 
each licence may be renewed, extended or modified from time to time 
at the discretion of ttie Govemor-Oeneritl in Council. 
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4 . The Governor-Qeneral in CJooncil is hereby authorized— 

(a) upon application of any person for a licence to inspect or 

cause to be inspected the warehouse or warehouses con- 
templated in such ai^lication, 

(b) at any time and from time to time order inspection of any 

warehouse or warehouses licensed under this Act, 

(o) to determine whether warehouses already licensed or for 
which licences may have been applied for ate suitable for 
the proper storage of the particular class of goods or mer- 
chandise uojitenif^ated in the licence or application for 
licence, 

(d) to classify warehouses licensed under this Act according to 
ownership, location, construction, surroundings, capacity 
and other qualities, 

(s) to pre&rribe within the limitations of this Act the duties of 
the warehouseman conducting warehouses licensed under 
this Act, 

(/) to suspend and, if necessary, to revoke any licence granted 
under this Act for any breach of the provisions of this Act 
or of the rules and regulations made hereunder. 

6. The Governor-General in Council shall be entitled to collect a 
reascnable fee for examination of or inspection of any warehouse that is 
the subject of an application fur a licence under this Act and shall also 
be entitled to collect a fee of not exceeding Rs. per annum 

for each licence or renewal thereof under this Act. 

6. The GoveriKHT-General in Council may upon presentation of 
satisfactory proof of conqretency issue to any person a licence to inspect 
sample and/or classify any agricultural {sroduct or products stored in: to 
be stored in a. warehouse licensed under this Act according to condition, 
grade or otherwise and to weigh the same and to certify the weight there- 
of upon condition that such person agrees to comply with and abide by 
the terms of this Act and of the rules and regulations prescribed here- 
under BO far as the same may relate to him. 
t 7. The licence of any such person licensed under danse iB may 
» be suq>ended or revoked by the Governor-General in Council if he is 
satisfied that such licensee has failed to correctly inspect sample, classi- 
fy cx weigh any agricultural product or products or has violated any 
of the -provisionB of this Aut or of the rules and regulationB made here- 
under or has used his licence or allowed it to be used for any improper 
purpose whatsoever. 

8. Every warehouseman conducting a warehouse licensed un^ 
this Act shall receive for storage therein so far as its capacity pera:^ 
any goods or merchandise of the kind customarily stored therein by him 
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which nifty be tendered to him in ft snilftble condition for wtrehouiu^^'' 
in the usoal manner in the ordinary course of buaineea without maUng 
any iiiwwriminfttinn between persons desiring to avail themselves of wan> 
house facilities. 

9. Every person who deposits goods or merchandise including nw 
agricultural products in a warehouse licensed under this Act sliall ha. 
deemed to have deposited the same subject to the terms of this Act and 
the rules and lei^ilations (vescribod hereunder. 

10. For all goods and merchandise including agramltural products 
stored in a warehouse licensed under this Act original receipts shall be 
issued by tlie warehouseman conducting tlie same but no receipt shall 
be issued for auy such goods und nierehaiidise or agricultural products 
unless the same aure actually stored in the warehouse at the time of iasn* 
ance thereof. 

11. Every such receipt sliall embody the following partiuularSt 
namely — 

(a) location of the warehouse, 

(b) date of issue of receipt, 

(e) consecutive serial number of receipt, 

statement whether the snbject-matter of the receipt is de- 
liverable to bearer or to a specified [jcrson or to his order, 

<te) rate of storage charges, 

(/) marks, numiier and weight of paukages received ptofided 
however that where it is some agricultural product in bulk 
the description and ({uantity thereof shall suffice, 

(g) the class and grade of any agricultural pniduct received for 
stor^ where the depositmr wishes it to be shown on such 
receipt in which case it shall be as certified hy a iierson 
licensed under clause G of this Act, 

(H) a statement that the reoei{ii is issued subject to this Aot and 
the rules and regulations made hereunder, 

(t) if the warehouseman is owner or joint owner of any goods 
the subject-matter of such receipt a statement to that effect, 

(fi a statement of the amount of advance made to the depositor 
or any other liability by the depositor due to the wans 
lionseman for which he claims a lien provided ho w e v er* 
that vriiere the preciee amount cannot aaoectained at 
date of iasne of snub receipt a statement that lien is claim- 
ed will suffice, 

(fc) sneh other teems and conditions w may be laid down 
by the Oovernor-General in Council in this bebalf, 

<0 signatnre of the warehooseman or of some person duly antiio- 
liaed by him and the nnmber of bis licence. 
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12. So long as an original receipt issned nnder this Act ia ont> 
and oncanoelled by the warebonseman himself no other or fnr> 
ther receipt shall be issned in respect of the same goods, merchandise 
or produce provided however that in case a receipt is lost or destroyed 
a fresh receipt may be 'issued in identical terms and beari^ the same 
date and number as the original on satisfactory security being given Iqf 
the penKm asking for such duplicate on lines laid down in the rules and 
regulations made in pursuance of this Act. ' . 

18. Upon demand made by the holder of any such receipt and 
offer to Buirender such receipt with such mdorseraent if negotiable as 
may be necessary and upon readiness to satisfy the warehouseman’s lien 
and/or rharges, and give proper acknowledgement of discharge the 
wareliuiiHenian shall forihwiih deliver the goods that may be the subject* 
matter of such m^ipt provided however that all such receipts that come 
back into his hands duly discharged shall be forthwith cancelled by the 
warehouseman and preserved on his record for at least three calendar 
years from date of sncIi discharge. 

14. ISvery warehouseman licensed under this Act shall keep in a 
place of safety complete and correct records of all agricultural {iroducts 
etwed therein and withdrawn therefrom and of all receiiits issued by 
him and of receipts returned and cancelled and shall conduct the ware- 
house in all respects in compliance with this Act and the rales and 
regalatioiiN made thereunder. 

16. Eveiy lioejised warehouseman shall report to the Gov«:nor- 
Gtonoral in Council the condition of his warehouse or warelmuses, and 
the contents, operation and business thereof in such form and at sncb 
tunes as the Govenoor-Gtoneral in Council may require. 

16. The Governor-General in Council may uSuse an inspection or 
examination to be made of any warehoase liceni^ hereunder and of the 
goods storod therein and of the bo(^ and records therecrf at any time 
^ person or persons appointed by him in that behalf. 

17. Wlienever us a result of rocli examinatimi it is found thbt a 
worehonsemiui is not conducting his warehouse in acoordanoe with this 
Act or the rules and regulations made hereunder or that he is 
unreasonable and exorbitant rates the Governor-General in Conndl may 
ordo? his licenue to be suspended and if satisfactory explanation of -the 
breach of this Act or of the rules and regulations made hereunder is not 
forthcmning may order such licence to be revoked. 

,18. (lOvernor-General in Council may order to {{e published 

in- the Gazette of India the result of any investigationB under clanse 8 
or under clauses 16 and 17. lliere shall also be publidied in the 
QaaatU of India the names and locations of wardbonses licensed here- 
imdar with the names and addresses of the licensees as also a list of all 
Unenm revoked or terminated under this Act and the reosems therefor. 
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10. The GoTernor-Oeiieral in Council shall from time to time 
make socli rales and regulations as may appear to him advisable for the 
proper carrying out of the provisions of this Act. 

00. Eveiy person who shall foi^e, alter, coanterfeit, sim u l ate or 
falsely represent or otherwise unlawfully use any licence issued by the 
Governor-General in CtHiiicil under this Act or shall issue or uttw a 
false or fraudulent rei*ei|»t or certificate and every person who shall witli- 
out lawful authority convert to his own use or use for the purposes of 
se«ruriiig a loan or remove from a licensed warehouse contraiy to this 
Act or the rules and regulations made hereunder any goods or mer- 
chandise stored or to he stored in such warehouse and for which licensed 
receipts lisve l>een or are ki Ite issued shall bo deemed guilty of a mis- 
demeaiioiir and shall u|N)n conviction be liable to a fine not exceeding 
ten thonsand ru|iees or double tlic value of the goods or merchandise 
involved u'hiclicver is the greater or imprisonment for a period not ex- 
ceeding twelve months nr both at the distwtion of the uourt and the 
owner of the i^oods or iiicrch.nn(lisc so converted, nsed or removed may 
in the di^retion of the ('fovcriior-Generul in Council be reimbursed out 
of the fines so rollected to the extent that he iiia}' not otherwise have 
been reitubiirs(*<l. 

'21. ;\iA‘ (icrson who shall with intent to deceive draw a false 

sample of or shall wilfully rniililntc or falsely represent a sample drawn 
under this .\ct nr shall classify grad*' or weigh fraudulently any ani^ 
cnltiiriil [tnMlucts stored or to Im> Kt(»red under the provisions of this Akrt 
shall lie deemed gnilty of a misilenieanonr and upon conviction be liable 
to a fine of ni^iees five hundred nr imprisonment for three months or 
both in the discretion of the oonrt. 


22. Tt shall be open to the Governor-General in Council to offer an 
inducement to the establishment of licensed WMvhouses as oonteraplated 
in. this .\ct by way of inwnt of land free or at a nominal rental or liy a 
snbsidy towards the cost of r’oiistraction or by guarantee of a reasonable 
return on the total capital invested or in any other way that may appear 
most suitable to the Governor-General in Conncil in sneh place or plooes 
and on such term* and conditions as may appear desirable to the Gov- 
ernor-General in Council provided however that where the inducement 
to be offered is a guarantee 4if a reasonable retnm on capital it shall not 
exceed a return of more than five |)er vent, per annum and provided far- 
ther that where any payment by tlm Governor-General in Conncil be- 
comes necessary under any sneh guarantee a sepamte aeoonnt shall be 
kept of the same and Government shall be entitled to one-half of all 
earnings ot any warehoose so gnaranteed in excess of a letom of six 
per cent, on the capital invested until the amonnt paid to sneh wsn- 
bonse in order to implement the guarantee g iv e n to it and standing at 
Ae debit of each separate aoiomit tball have been entfrelj wiped off. 
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CHAPTER VI. 

ThH PBBSBNT situation in BBBPBOT of OO-OFBBATKm. 

276. Cthoperation defined. — Co-operation may be described as a 
method of work or a fann of organisation which seeks to utilise and 
develop those moral fcrces which will enable people to unite on a 
voluntary and democratic basis for a common end, in order to improve 
their condition in every walk and phase of life, physical, mental and 
economic. Its basic principles are self-help and mutual help, while 
honesty, loyalty and mutual trust are its first essentials. Though we 
consider that it may ultimately be the cure for a great many evils, we 
deprecate the tendency to put forward co-operation as the sovereign 
remedy for all ills for which no other solution is apparent. It has 
its own difficulties, and the exact method in which it should be applied 
to each individual problem needs to be carefully studied in detail before 
any {uacticid steps are taken to solve the problem along co-operative 
lines. 

277. The eo-operaUve credit society . — ^The earliest and oammonest 
form oi oo-operation in the province is the co-operative credit society 
fnr agriculturists. Its methods of work have varied considerably from 
time to time, but the general princ^les are unchanged; and the con- 
stitution and working of such a society at the present time can con- 
venimtly be described at this stage. Ten or more men residing in a 
the same neighbour who trust each other and wisli to borrow or to save 
money, in fbrtherance of their common object combine to form a co- 
operative society of which they are the members. This union is en- 
tirely voluntary: any member may sever his connexion with the 
sod^ at any time he pleases; but so long as he remains a member he 
is under disc^ne and must abide by the rules and regulations of the 
society. One of these rules is that each member must put down a sum 
of money, usually Bs. 20, from his own savings in this joint under- 
taking, which is called his share; but as cultivators rarely can pot down 
so large a sum at once, the member is allowed to pay in instalments of 
one rupee at each harvest, so that the whole amount is completed in 
ten years. Any member who can may buy more duures than one, in 
which case his instalment is increased {ooportionately. This share is 
the member's property, and under the law it cannot be attached. He 
can only withdraw it, however, two years after he cea se s to be a mem- 
ber, daring which period, too, he remains liable for the aodety's debts. 
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He is not entitled to recnve a dividend till he has psid up the whtde of 
it. Each shareholder, no matter how many shares he holds, has only 
one vote in the general meeting of £he society which decides all import- 
ant matters; the routine management, however, is entrusted to a small 
elected cmnmittee called the panehayat. As the chief need of most of 
the members is money, the society endeavours to ascertain what each 
member’s annual needs are likely to be in normal circumstances; this 
amount is called his normal credit. 

278. The tocieiy and the central bank . — When the total needs of 
all members have been ascertained, arrangements are made to borrow the 
amount rtHinired. For this purfiosc all the nteiiibi^rs pledge their joint 
security, whereby they eaii get the money at a lower ntto of interest 
than if eath were to Iwirrow singly. In the early days the societies 
obtained funds from private eapilalists, wiio, for {diilanthropic nr inter- 
ested motives, deposited money w'ith the society for a fixed {leriod at 
an agreed rate of interest. Tliis methml, liowever, |)rovod unsatisfac- 
tory; for a society coultl not i>c sure of getting such de|K>sits, nor was 
it aihvays able t<i n.'|Mty the money when the dc(Kisitor asked for it. A 
more sniluhlc credit agency was then devisetl, namely, the central or 
district (v>' 0 ^nitivc bank. Such n bank obtains its funds in the shape 
of deposits or shares from the publk*, and shtirea from the societies 
which it finances. Tlie latter arc known as ordinary and the former aa 
preference shurt>s. Tts management is veated in a Board of directon 
elected from amongst the shareholders at a ge.neral meeting, which ia 
the su|)reuiu authority. Kach shundiolder has one vote, wliatcvcr the 
numlier of shares that ho holds. The ohjeset of the bank is to advance 
money to societies working within its area of operations ; the amount 
of a loan is limited to twice the normal value of the society’s shares. At 
the present time a society rarel.v lairrows money fr>un any other source 
than the centraJ bank. The bank lends to the society, onlinarily at 12 per 
cent., on the joint resiionsibility of all the members. 

279. The eoeiety and He membere , — The society in its turn dislri- 
botes this money among the meoibers at 19 per cent. Few members 
have any tangible security to offer; their only asset is their good reputa- 
tion, on which the society is lain to.rely, thus, in the most literal sense, 
’’making capital of” their honesty and their labour. Nevertheless, 
each bmrower must produce two sureties who are themselves members; 
their doty is to see that the amount advanced is not in excess of the 
bocrower’a minimum reqnvementa, that he spends the money for the 
purpose for which he takes it, and that he repays it at the time fixed, 
failing wfaiefa they themselves become liable for itp repayment. To 
fwilitate npayments it is usual to fix suitable insfalmenta baaed on the 
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CHAPTER VI. 

TBB FBBSBNT BITUATION IN RESPECT OF OO-OPBBATUm. 

276. Co-operation defined. — Co-operation may be described as a 
method of work or a form of orfjanisaiion which seeks to utilise and 
develop those moral forces which will enable p(H>pIe to unite on a 
volant^ and dwiocratic basis for a common end, in order to improve 
their condition in every walk and phase of life, physical, mental and 
economic. Its basic principles are self-help and mutual help, while 
honesty, loyalty and mutual trust are its first essentials. Though we 
consider that it may ultimately be the cure for a great many evils, we 
deprecate the tendency to put forward co-operation as the sovereign 
remedy tor all ills for which no other solution is apparent. It has 
its own difficulties, and the exact method in which it should be applied 
to each individual problem needs to be carefully studied in detail before 
any practical steps are taken to solve the problem along co-operative 
lines. 

277. The eo-operaUoe eredit society . — ^The earUest and commonest 
form of co-operation in the province is the co-operative credit society 
fm: agriculturists. Its methods of work have varied considerably from 
time to time, but the general princ^les are unchanged; and the con- 
stitution and working of such a society at the present time can con- 
venimtly be described at this stage. Ten or more men residing in a 
the some neighbour who trust each other and wish to benrow or to save 
money, in furtherance of their common object combine to form a co- 
operative society oi which they are the members. This union is en- 
tirely voluntary; any member may sever his connexion with the 
society at any time he pleases; but so long as he remains a member he 
is under discipline and must abide by the rules and regulations of the 
society. One of these rules is that each member must put down a sum 
ai money, usually Bs. 20, fam his own savings in this joint under- 
taking, wUoh is called his share; but as cultivatorB rarely can put down 
so large a sum at once, the member is allowed to pay in instalments of 
one rupee at each harvest, so that the whole amount is completed in 
ten years. Any member who can may buy more shares than one, in 
which case his instalment is increased {uoportionately. This share is 
tim member's p roper^, and under the law it cannot be attached. He 
can only withdraw it, however, two years after he ceases to be a mem- 
ber, daring which period, too, he remains Hable for the society's debts. 



He is not entitled to receive a dividend till he has paid up the whole of 
it. Each ahareholder, no matter how many shares he holds, has only 
one vote in the general meeting of (he society which decides all import- 
ant matters; the routine management, however, is entnisted to a small 
elected committee called the panrhayat. As the chief need of most of 
the members is money, the society endeavours to ascertain what eadi 
member’s annual needs are likely to be in normal ciTcurastances: this 
amount is called his normal credit. 

378. The society and the central bank . — ^When the total needs of 
all members ha\'e been ascertained, arrangements are made to borrow the 
amount required, h'or this purpose all (he mcmlH'rs pledge their joint 
security, whereby they (‘an get the money at a lower rate of interest 
than if each were to Inirrow singh . In the tMirly days the societies 
oluaiiwnl funds from private eupitalists, who, for philanthropic or inter- 
ested motives, deposited money with the society for a fixed ))eri(Ml at 
an agreed rate of interest. This method, however, proved unHutisfoc- 
tory; for a society could not ho sure of getting such deimsits, itor was 
it always able to reiaty the nion«.‘y when the dc|) 08 itor asked for it. A 
more suitable credit agency was th«>u devised, namely, the C4f'ntral or 
district co-oj^ierative bank. Such a bank obtains its funds in the sha^ 
of deposits or slum's from the public, and Shari's from the societies 
which it finances. The latti'r arc known as ordinary and the former os 
preference shart's. Its management is vested in a Board of directon 
elected from amongst the shareholders at a general meeting, which is 
the supreme authority. Bach sharclioldcr has one vote, whatever the 
numl>er of shares that he holds. The object of (he bank is to advance 
money to M(K*ieties working within its area of ofierations ; tbu amount 
of a loon is limited to twice the normal value of the society’s shares. At 
the present time a society rarely borrows money from any other source 
than the central bank. The hank lends to the society, ordinarily at 12 per 
cent., on the joint resfionsibility of all the memliers. 

279. The society and its members . — The society in its tom distri- 
butes this money among the members at 15 per cent. Few members 
have any tangible security to offer; their only asset is tficir good reputa- 
tion, on which the society is lain to.rely, thus, in the most literal sense, 
’’making I'apital of” their honesty and their labour. Neverthetesa, 
each borrower must produce two suretiea who are themselves members; 
their duty is to see that the amount advanced is not in excess of the 
boctower’s minimum requirements, that he spends the money fw the 
forpose for which he takes it, and that he repays it at the time fixed, 
lulLag which they tbemaelvee beoome liable for it# repayment. To 
liMffitate repayments it is usual to fix sniuble instolinents booed on the 
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borrower’s probable income. The society relies primarily on persuasion 
and moral pressure to induce members to repay their loans punctually; 
but the members are merely human, and default does often occur. In 
sucli cases the wxsiety requests the Begistrar to appoint an arbitrator 
who, after hearing both parties, gives a suitable decree or sward, a pro> 
oedure which reduces expense to both partieB: and further to help tlie 
societies, Ooverinnent have made roles providing for the execution at 
such awards through the collector as anrears of land revenue. 

3M. The self-supporting sodety . — If there is no default fo a sodetyr 
it rapidly reaches a stage where it need no longer borrow. The interest 
realised from memliers, after deducting necessar}* exiienses, is placed 
in the 80cit>ty’8 reserve fund. This fund is the pro|)erty of the society 
as a wliole and no individual can claim any share in it; on liquidation it 
is not ]taid to the members, but is spent on some work of public utility, 
preferably in the village. lioans are made, however, out of this fund, 
which thus grows on a basis of compound interest. Similarly, the 
difference of ,S per cent, between the rate of I,*! ])er cent, at which the 
society lends, and that of 12 per cent, at which it borrows, also goes 

to the reserve fund. Thus the society’s "owned capital" which is 

made up of the reserve fund together with the sliare capital accumulates 
rapidly, until in course of time it becomes sufficient to meet the needs 

of the ineniberH, and further borrowing becomes unnecessaiy. The 

position is then that the society lends money to its members out of 
funds of which the members themselves are the owners; in other words, 
the memliers borrow from themselves, pay interest to themselves, and 
can if they choose reduce the rate of interest, though rarely lower than 
6 per cent, since money is needed to cover the cost of management and 
other, miscellaneous exi.ienseB. Borne 400 societies have thus reduced 
their mte of interest. 

281. Management of a society . — In some societies one of the mem- 
bers keeps the accounts; he gets no pay, but receives a bonus at the 
close the year, which is calculated on the baris of the profits. Where 
no literate member is available, the central or district bank {^points a 
paid secretary who keeps the accounts of 10 or 12 neighbouring socie- 
ties: he is paid from the secretary pay fund, which is built up 
from rontribntions of the societies, to the extent of one-eighth oi the 
iintereet earned in the previous year. The banks also employ super- 
visors whose chief duty it is to educate the members up to a full sense 
of their responsibilities; sometimes they are a bank’s employees, some- 
times they work under the control of a provincial body formed by thef 
union of all the banka in the provinoe. These supervisors who have 
been specially trained have each 25.to 80 societies ki his daqge, anid 
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is expected to visit each at least ouoe every two or three months and more 
often if possible. A siijierTisnr's {lay varies from Ks. 30 to Re. 76 
per mensem. There is also a government staff of inspectors to guide 
and help in controlling the supervisors. These inspectors are as a 
rule graduates, and draw fiay between Rs. 1*20 and Re. 300 per mensem. 
F«ch inspector has a circle of about 160 societies; the circle is usually 
a district. Government also provides one auditor, on a pay Rs. 60 
to I's. UtO ptT mensem, for each in»pe<*tor’s circle, whose duty is to 
overhaul completely the accounts of each society once a year. Both 
A iditors and insiiectors, who are fully tniiiUMl men. work under the 
control of an aK.siRtant registrar, who is a gazetted officer; there is one 
for each division. .Vt the head of the department is the Regislra", 
with two deputy registrars. Lastly, much honorary work is done 
by directors of banks and other honorary <»rganisers. 

282. The member'* re»itonsibiUty . — But these outside agencies can 
only advise, help and guide uxiiierative societies, they cannot manage 
them; the members themselves must learn to manage their own affairs. 
.\nd as each member is jointly and severally liable to the extent of 
the whole of his property for the society’s debts, he must in his own 
interests keep in cipse touch with all his fellow menilH>rs. and with the 
work of the sewiety. He must see that no individual meinl>er Imitows 
too much money, that money is advanced only for necessary or [mahiC' 
tive iniriMses, that the money advanced is s]ient only for the puriMise for 
which it was given, and that it is repaid promptly at the fixed time. 
Tlieoretically, therefore, a credit society should encourage thrift and 
enable tlie borrower to become his own lender, whilst each meinbcr's 
>^riHlit is under the control of all members and no one can get ton much 
or waste that which he receives. In a«;tiial practice, however, few 
!>o<.'ietie8 have succeeded in attaining these objects, and the h'atory of 
the co-operative movement in the provincx* shows how difficmlt it is tir 
adapt an excellent theoiy to local conditions. 

283. Early societies . — ^The first few experimental societies were 
■tarted in 1900 with a grant of Rs. 1,000 each from Government and their 
number rose rapidly to over 200. But these societies were innocent of 
ill co-operative principles; their sole idea was to supply agriculturists 
with the money that they needed at as low a rate as possible and so to 
free them from tlie hands of usurioos moneylenders. They were thus 
■imply an agency Jbr the distribution and collection of cheap agri- 
cultural advances, and the tmly difficulties to which the first Registrar 
cdled attention were those of "account keeping, raising of capital and 

ncmitment of members of vvious castes in the same small society.'* . 
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Accordingly he introduced a system of “patti societies” whose jurisdiv. 
tion extended over a number of neighbouring villages. A p<Mi society 
was a central society, to which were afBliated a number of other societies, 
each containing members of only one caste and extending over several 
villages; but these caste societies existed only in name, for all accounu 
were ke|)t at the paiti society itself, and for all practical purposes the 
patti wxsiety was a |jrimary society whose area of operations extended 
over several villages. Those who were responsible for the advancing of 
loans could not have that intimate local knowledge the borrower thst 
is essential in a true co-operative society, and the element of mutual 
trust was conspicuous by its altsence. The inevitable result followed, 
and there is now not a single one of these jHitti societies left in the 
IHTovince. 

284. The second stage. 1907-13 . — As a result of the expetienra 
derived from these failures a traer conception of the scope of u co-openi- 
live credit society was evolved in 1907. The guiding principle of "one 
village, one society” was laid down, and in order to encourage thrift the 
share sysh'iu was introduced; while the difficulty of account keeping was 
sunnoiinted by the apjiointment of itinerant group secretaries, each of 
whom kept the accounts of eight or ten neighbouring societies. A hetpe 
had bt'en entertained that the members of a society would be able to 
decide how much money could safely be advanced to au individual; hut 
it soon became clear that the universal desire was to secure as mucH 
money as iKwsible.. Money was borrowed from the society to repay 
outside debts, and immediately after more money was borrowed fnjni 
moneylenders for other purposes, and the result of cheap credit wan 
often increased extravagance. Accordingly, in 191.0, it was decided to 
restrict advances in new societies only to short' period loans and not to 
advance money for the repayment of outside debts till the members had 
shown, by their use of such loans, that they had developed habits of 
thrift and wore fit to be entrusted with dieap credit. Nevertheless, 
the registration of sexsieties went on apace m a result of the formation 
of central banks and banking unions to finance the societies and the 
passing of the Act of 1912; and in the quinquennium 1909 — ^1918 nearly 
2,600 Boraeties come into existence. 

285. The third stage, 1914-18 . — Soon after, however, a note of 
wamiug was sounded by the Begistrar.. In particular, societies of 
artisans or cottage industrialists were found to be very unstable and 
many had to be liquidated; while agrksnltural sodeties were also io • 
bad way. It was realised that central banks were, by their oonstitnti^- 
ill-adapted to establidi that intimate omtaet with tiie eodetiee wfain^ 
as required for fostering and training them as they were largety under 
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the influenoe of urban direetora who had not the time to visit tho 
villages. The reme^ suggested was the better training of the super- 
viscara employed by banks, and the teaching of members to keep their 
own accounts. Moreover, each 80 i‘iety was ikiw required to fix a 
iniiximnm limit beyond which it would not advance a loan to any 
nieniber, no matter what his haiaiyat or status; while even within this 
limit the anionnt of loan to lie ndvamred was fixed in tMnisitlerutiun of 
the borrower’s status and normal needs. 

286. The fourth stage, 1919~S8 . — Subsequently an increase of 
government staff was sanctioned; and an attempt was made to combine 
consolidation with exfiansion. But by this time the financing i>eiitTnT 
bunks had become ]Miw'erfu] enough to doniiiiale the {viiiiary six'ietitw 
through their paid stuff; the latter devoted their attention to the finati- 
rial interest.^ of the banks, to the (N’ganisation of fresh societies as an 
outlet for the hanks’ surplus money. .Amirdingly, over n,300 eocietiea 
were registered in the five years 1910 — 23; but there was very little 
coiusolidation. The movement ap|)eared on paper to have progressed 
nipidly. hut. us the Thiard of Ttevenue pointed out in one of their reports, . 
there was little genuine co-operation and the {aiblii: wen* a|Nithetic. 
\ committee was. therefore, appointed by Governiuent in to inquire 
into the real state of the co-o})erative movement and suggest remedies. 

287. The (Hikden Committee , — ^Aa a result of its recommendationa 
the control of supervisors has now been transferred from hanks to a 
provincial suiiervising union and an attem|it has been made to restore the 
prinuuy society to its rightful place as the keystone of the co-fi|<c.rativo 
system. Member secretaries have been intnxlnced in 1,100 scx'ieties 
in place of group HC<Tetaries, and the insiiecting and supervising staff 
which has been considerably strengthened is now given intensive tniin- 
iiig in co-op<‘rative matters. There is greater co-ordination 1m>iwccii 
the co-operative department and other w'elfore departments such as agri- 
culture, sanitation, education, industries, etc., and sclieines have been 
i<et on foot to encourage better farming and better living. It is realized 
that the problems of the villager cannot he solved by credit alone, and 
that if his lot is to be improved every aspect of village life must be 
together treated. That is what a rural reconstruction, or better farming 
and living, society attempts to do. Its avowed object is to promote the 
economic and social interests of the members by reorganising the ixim- 
mon life of the village, and in particular to enable them to better their 
condition through co-operation. The members themselves frame and adopt 
certain general rules of ccmduct and behaviour which are binding on all; 
cod each membera agrees to abide by the mies and to pay a small fine in 
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ease he fails to do so. This power of fining, as well as the general manage, 
ment of the work of the society, are vested in the‘ hands of an elected 
panctuiyat fonned of the nioet trusted and respectable men of the village. 
But the work is so vast and diverse that a number of 8ub.groaps have 
to be formed, each looking after a different branch of the work. These 
sub.gn>ijptt have their own ftnehayaU which work for the advancement 
of their special interests, in harmony and co.operation with the general 
panrhayat on which each sub-group is represented. The society trios 
to create and focus public opinion in the village and to develop the 
public t^onscuence. There is adult education to teach the members as 
well as their womenfolk to think for themstdves. to express themselves, 
to do things for themselves, and generally to broaden their mental 
horizon. Village dramas, singing, games and scouting receive their 
due ahare of attention; wxdal refta^iis, (‘s{)eciully the restriction of cx- 
inivagaiit expenditiirts sanitary and agricultural improvements, are 
carried out by all in a<!cardance with the resolutions of the society on 
the subject. In short, such a society is designed to spread the co- 
-o(ierative spirit and co-o|K4rative ideals among the villagers, to teach 
them to act in harmony and in unity for the common good of all, and 
to mould their characters so that tliey may not only be more useful 
members of society, but attain to some degree of happiness themselves 
«nd spread happiness round them. ^ 

268. A good deal of intensive work baa. however, to be done baf(»e 
such a society cun lie organised. The attention of the department has 
been oonrantrated of late on effecting improvements in existing sodetim 
whVh iiiidcrtuke work of this kind, and closing down those which cannot 
be reorganised. Some progress there has doubtless been, but the re- 
suits hitherto aidiieved are not great, and coKiperatioii is not yet a living 
force in the province, save perhaps in a few isolated places. Credit 
societies have barely touched the fringe of the problem of agricnltnral 
indebtedness ns may be seen from the fact that they advanced to their 
members during 1928-29 only 41*85 lakhs for all their requirements. A 
statement showing (he progress of the movement (on paper) from its 
inception to the jaresent time is given in Appendix I to this Chapter; 
it may be added that out of about 8,500 societies registered in this 
period smne 2,700 have had to be liquidated. 

'289. Jieasoru for part faUuret . — ^The reasons for the comparative 
faihue of the i^o-operative credit movement in the province have been 
briefly mentioned in Chapter lU, paragraph 141; it cannot be denied 
that some mistakes have ^n made in the post, but the existing defect* 
and difficulties appear to be inherent in the system of work. Tb* 
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4 M 6 I 1 O 0 of a co-operative society is that the uiembera should learn to 
manage their own affairs; with an illiterate peasantry the task of teach- 
ing tiiem to do so is a slow and laborious process. In particular, fadle 
ci^t may be a dangerous weapon, and it is esscuiiul to train people in 
its use before they are entrusted witli it. The extreme imiiuitanve of 
education and suftervision has so far nut been adequately realized, wliilst 
the desire to see quick and widespread results has atrtually retarded 
(vrugress. In the early days of the movement it may have Ihmmi advis- 
able to start societies at haphazard wherever prospects ap].ieured favour- 
able, but the time has now come to discard that method fur a system 
or organised development. Instead of societies scattered all over the 
province, we reconiiiicnd concentrated effort in one or two seKH.‘ti*d un'as 
which should be covered with a network of societies. — a change which 
should facilitate suiHTvisioii and effectively spn^ad real co-o|icnition 
among the agricidturista. 

290. The new class of supervisore . — is hoped that aa a result of 
me recent change, whereby the control of supervisors has been transferred 
from the financing lianks to a provincial supet^'ising union, greater 
attention will he fund to the education ot the members and the super- 
vision of the sotueties. A superviscH' employed by a bank will devote 
himself chiofl\ m ilic work of advarwiiig mid collec.ting iiioney, and 
Ignore the imp^vement of the society; but working under a separate * 
agency he <‘an he made to nttcnil adoqiintidy to both duties, ft has lieen 
contended in some quarters that this diange will react harmfully on the 
bonks, who will now have to depend largely on an outside agemqr; but, 
hi fact, the provincial union consists of the represenlntiveh of the hanks, 
and its employees are, therefore, still under their indirect control. It 
may be true that in some individual cases siipcrvisors have ignored the 
bank’s direi'tors; but such cases arc iinavuiduble in a perifsl of transition, 
and the system cannot l>e condemned liecaiise of siH'h stray instances. 
We consider that the principle of entrusting supervisiou to a provin- 
cial union of the hanks is sound and calls for no change. When the 
system was first introduced, only 45 banks consented to transfer the 
control of their supervisors to the union; hut within two years the 
number has risen to 58, which shows that the work of tiiis union is 
appreciated. .\nd in any case tlie ezat^ method of controlling sufier- 
^daors is a matter of secondaiy iin)}ortimce; the cliief need is to see 
that they attend to their work of educating tlie niembcrs in the firin- 
cijdee and practice of co-operation. 

291. The need for preliminary frath^g.-— It ia necessary that some 
preliminary training should be given to the prospective members before 
* aodety is otgania^; and this Aonld be followed up by constant further 
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education even after it ia formed. Experience has, however, shown that 
the mere formation of a credit society will not lead to the development of 
the co-operative spirit. That spirit must be engendered first; when it 
exists, snccess of any credit society that is subsequently created ia ensured. 
We hold, therefore, that until persons have shown their fitness to work co- 
operatively by managing a society for rural reconstruction or better 
living, they sliotild nut be considered fit to (H>ntrol a co-operative credit 
society. Wc acounlingly recommend tliat ordinarily societies for rural 
reconstruction, better living or encouraging thrift should be organised 
before credit societies; or if that is not practicable the two should be 
started aide by side. 

292. Difficulties in connexion with the making of loans . — As soon 
as a credit society is oiganised it has to decide the size of tlie loan which 
it will advance to each individual, the purposes for which it may be 
granted, and the instalments in which the loan is to be repaid. Agri- 
cultural loans may he divided into three classes in nc'cordimci* with their 
objects and the {leriod of reiHiyinent. Hhort-temi or crop loans are for 
ordinary everyday expenses, including cultivation and maintenance; thqy 
should ordinarily he repaid from the proceeds of the next harvest. 
Intermediate loans are those taken for the piircrhase of bullocks or imple- 
ments, for which a Hiiitable ^lerind of repayment seems to be two or three 
years, though in tracts where bullocks are sold after each harvest loans 
for bullocks must he treated as short-term loans. Lastly, there aie long- 
term loans chiefly for the redemption <»f old debts or ceremonial expenses, 
or ocrasionally for permanent improvements. 

29fl. A co-operative society ought to, and in theory dues, distin- 
guish Itetweon these various classes of loans. A borrower is always 
asked to state the object for which he wants the loan; unproductive 
loans are discouraged and suitiUyle instalments fixed. In practice, 
however, there is a marked tendency for borrowers to assert that the 
money is wanted for the purchase of bullocks so as to reduce the in- 
stalment. It will be necessary by adequate supervision to make sure 
that mon^ borrowed ostensibly for the purchase of bullocks is used 
for that pur|tose. Tlie experiment might also be tried of charg^ a 
slightly higher rate for intermediate than for short-term loans; the 
trouble lies too deep to be thus easily cured. The fact is that the 
co-operative society in the absence of sufficient security dare not ad- 
vance to its members all the money that they need; and the members 
must supplement their resources by borrowing from moneylenders, fri 
such droumstances they naturally regard it as a matter of no moment 
whether they use all their borrowings indifferently for all thdr ordinary 
requirements. The lenders, too, are unable to gauge the extent or 
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nature of the borrowers' real needs. It is necessary, therefore, to malto 
intensive local in«jiiiriet> to uKcenaiii wliiit the norinnl needs of the 
cultivators are and when they arise. Under the present system the 
hiiutiyat of an individual* is worked out aiitoinaticully as so many times 
his rent, so many times tlie value of liis bulkxrks, aiul so on, and the 
aniount of the outside indebtedness is dedxicted therefrom. The natural 
result is that the outside debt is invariably concealed, fur if it w'cre 
revealed the Junsigat would often lie a miiiug quantity. The normal 
credit of an indi^iduul is taken to I.k'i fioiii 50 |>er (rent, to 70 fvr cent, 
of the haisiyat. Wo (*aiinot but (niiulemn this pnicrtice. It is to be 
regretted that though a quarter of a eeiitury has elapsed sinctt the in- 
traduction of vo-o]K'ratiun, no .serious attempt luis yet lieen made to 
ascertain the normal r«?qutroinonts of a cultivator ha* iiiaiiiteiiauee and 
expenses of ciiltivatiiai. The illiterate cultivator keeiw no aei*ounts 
and can give n«» reliahhr iiiforiiiation on the Hubjeet; but that is no 
excuse for making no attciiipt to obtain it. At present it is inqiosHihlo 
for a cu-u|H'r:itiv(! credit s(K‘iety to make suit* that it advanei's money 
only wlien it is necessary or to stH.' that the money advanced is used fur 
the objects for which it was given, for mniuw adviuici*d osUuisibly for 
one need is ueiuaMy used for any need as it arieKrs. In otJier words, a 
society cannot fulfil (>veii its primary and eicnmnlary fiiiurtion. We 
strongly rveommend, therefore, that detaih'd inquiries should la* made 
at u very early ilat«! in different loealities to ascertain e.\actiy how 
iTiiich money is ni‘eiled hy dilferent classes of eultivalors. iNith for their 
mainteuance and (heir agricultural operations and at what |H>riiKls of 
the year, and how the.s(’> needs art met at present. TIk^ lN.*st way of 
doing this woidd U- to induce selts-led liti'niy; iH'rsoiis to keep dtstaiilod 
accounts of their income and exifiiditiire. ‘ (>n the basis of tlicoe 
figures it would he faissihlc to guide the society aright in ii.aking 
advance.s. 


294. Having ascertained the rt^ul normal needs of the inemhera, 
i.e., their re(]niivmeiits for pnjdiw'tivc [(ur|N)Hes, u (lo-oj lenitive aixuVly 
should always try to meet them. The question of special requiromenta, 
chiefly for unproductive putpoees and other long-term loans, is mtwe 
difficult. On the one hand, it is urged by some that unless the societies 
tackle the whole problem of the indehtclnesH of the villagers from the 
start and help them in clearing off their outside debts they must con- 
tinue in their present dependence on the moneylender. On the other 
hand, it is pointed out that such attempts have been mode more than 
once in the past and have invariably failed. In the early days of the 
movement money was given freely for the redemption of outside deibta 
and societies were encouraged to give money for ceremonial cxpeDses* 
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in the hope tlint they would thei*eby» be able to exercise a check on 
tliciti; iit prai^tiuv, however, it was found that the amount borrowed 
from tile society was in addition to wiiat was taken from the iiioney> 
lender, and the result was an increase in iinprodiictivc debt. We there- 
fore rcconiuieiid that' credit societies should not ordinarily give long- 
term loans, or Iikuis for unproductive puriioses. If the present law is 
amended, and tenants are eiriitowered to transfer occupancy rights to 
land mortgage sotuetics, llic latter may lie f'stabliHbed for the giving 
of long-term loans in areas where credit srK'ietics arc flourishing, i.e., 
where the inembers have show'n by their conduct that they are tho- 
roughly (MiriviTsuut with cu-o|ieralive principles and have learnt the 
lesson of thrift. * 

205. -It has he<‘n suggested that in the meantime the situation can 
be met by making a rule that no uictulier of a society may borrow from 
a inoneyleiidcr ; that the fact that a })ersnn has joined a soca'ety should 
bo specially notified (as is done when estates are taken under the Court 
of Wards), so that no loans may be advancred tii such {icrsons; while 
any member who, to raise a loan, eoiiet'als the fact that he belongs to a 
floc-iety should ho criminally liable. We do not think that any respect- 
able persons would agree to such restrictions. And, as a general role, 
we consider it imjirac.ticable for any onlinary credit society to attempt 
to clear off the outside debts of its mcmlK>rs. It might be possible to 
draw up a scheme, in consultation with the moneylender, for the re- 
payment of his loan by suitable annual instalments and for the society 
to see that these {Hiyments are made regularly; but this could only be 
done where the moneylender conid lie persusided to agree and the mem- 
bers coidd relied on .to discharge their obligations punctually. In 
short, then, it seems to us that there is no short rut to success and pro- 
gress can only take {dace step by step through education. We recom- 
mend that the credit society should «>iiflue its activities as far as prac- 
ticable to short-terni and intermediate loans for productive puriKMes, 
though it may take up later tlie question of advancing money for un- 
avoidable purposes also; while long-term loans may be obtained from 
the land mortgage bank or land mortgage societies referred to here- 
after. In the meantime, the credit society sliould endeavour to snp^a* 
vise the dealings of its inembers with moneylenders, and to see that 
members borrow from them only fesr certain specific requirements, and 
only after consulting the society. The latter should further see that 
interest is paid regularly from earnings, and draw up a scheme by which 
the {Hindpal can also ^ wiped off in a term of years. Progress alcmg 
these lines may be slow, Imt it will he sure; and co-operation will hava 
done something to better the condition of the people. 
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296. Minor proposals in connexion icith eo-opcraiitc societies.^ 
Various other suggestions have been iimde from time to time to iiniirove 
the work of co-operative societies. One of these is tlio reduction of the 
late of interest charged by co-operative societies so us to undersell the 
moneyleuder. l^ut a soedety which has to liorruw at 1*2 per cent, ran 
hardly lend money at less tluin 15 }ter cent. It may be urged that the 
banks, which borrow money themselves at 6 or 7 ptT cent., (dmuld bo 
able to lend it to the societies at !> per cent, instead of 1*2 |>'r cent., but 
their expenses of luanagcuient are pro|K>rt'ionately high, and it is difficult 
for many of them to work at a profit even on u basis of 12 per cent. 
We do not therefore think that any reduction is possible, even if it were 
desirable; co-operative sot'ieties must wait to lower tho rate of interest 
till they have accrumiilatcd suflio’cnt funds of their own. 

f)thers have sug;>ested that co-o|[S‘riitivc societies would ho more 
{lopulnr if the nH-mhers, wIuhi they Mwer their (n>nni‘xion with tlicin, 
recedved a ]H>rtiori of I lie reserve fund which they have heljs'd to build 
up. We ciimiot rowMiimctid this pro(N)Kal. The retiretnenl of a few 
lueiiiliers might reduce the siH-iety to imjioteiice. It is by meiins of 
the accumulations in this fund that a Mia-iety cen hoiH> to iH’Comn self- 
supporting, and its existence st reiiglhciiH the credit of the Msdety, 
Moivover, it j^roteets the nieml>erH against the enfon'emeiit of their joint 
and unlimiteil liability: for such ntsponsihility eaimot lie enforced for 
the recovery of the rchtrve fund so long a.s the other liidiilitius of the 
society can lx* fully disidiarged. laistly, the main ohjoet. of the reserve 
fund is to unite the. meinhers and to ereate in them a spirit of ciMijaini- 
tiOD, in which em-h one works not for himself alone but fi>r the common 
good of all. 

207. Relations of members to each other and to the soeiely . — ^In 
foct, the members have not only to learn self-disciplino and business 
habits themselves, but tiicy must n^alita' their rc'^fMiiisihilities lowards 
their fellow members and control them effectively. The stxrietiea sliould, 
therefore, ordinarily ransiat of persons tif more or less equal status in 
life, though in special rase.s there sliould he no object inn to tlar adtriis- 
"' eJon of non-borrowing members who do not carry on a moncylending 
bnsinesB. To some extent this is secured by the adoption of the principle 
of joint and several responsibility. It is true that the fear of its enforoe- 
ment does often prevent the better class cultivator from joining the 
aoeietT. and thus their wholesome influence is Inst. But the inclnsion 
of aamindan or moneylenders in the same society with tenants invariably 
reanlts in Ae latter Iteing dominated by the former, and true co-operation 
teoomea impossible. Besides, if this principle were abandoned, there 
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Mould b(‘. wry littlr security, uiid it would be uiore difiicult to keep oat 
lindesiraljle persons. We, therefore, consider that this principle must be 
retained, and its ad\'antagcs brought home to all concerned by edocatioB 
and propaganda undertaken by co-operators, both official and non-offici^. 
We roalise, however, that, in spile of all j)»i*cautioiis, there will wca- 
aionally lie undcHirahle iiieinlierH, bad payers and unwilling to submit 
to the control of their fellow nieinbers. In such coses immediate and 
drastic action is essential. Then* is o tendoiu^v at present to post|K)ne 
action in the Iioik; of improvement, lliis tendency is objectionable. 
Experience diows that in the majority of societies default often starta 
with one or two of the most inilueiitial itu'.tu1)erH, and w'hen no action is 
taken against tliem it spreads and be(*omeB general. It is, therefore, of 
the utuio.Kl.iui])urtatice to take pnuiipt action to eiTcct recoveries. As 
Hocicti(!s iiiidor prostmt ciuulitioiis often lack the moral courage to do 
so, wc rocoiiiniciul that the de|iaii.nientiil stafl' should Ih* em|H)wered to 
up|>ly for arbitration, as is the case in the Piuija'*. Ihit the more ob- 
taining of ail award is not enough: its |>i-o:ii|it i-xociition is the iiii]H>rtant 
tiling. Wc regret to note that thougli these awards are recoverable as- 
urrcai'H of land revenue, the action hitherto taken to cfi'ect nvoveries 
has geJKTully heon iiiadtviuute, which inevitably encourages deliberate 
default niid dishonesty. The nia<‘hineiy fur the lecovery of these 
iiiiiounts, therefore, shouhl he stiviigtheiied. lender the Act as it stands 
at present the society has nut got any |Hiwor of distraint; it has a |>rior 
claim to other creditors in ivsiiuct of ccrtiiin dues, after iviit and re- 
venue, but this can only he enforctHl after an awanl has Iwi'ii obtained. 
Tho %1:M*lagati Ouininittce had ix'cuiiiiiiended as far hack as 1915 that 
the prior claim should he converted to a tirst charge, hut nothing has 
yet Ix^cii done, and wo rejicat the stiiite rccuminciidatiun. but only for 
HtK'ictics which are able to give their niembers full credit facilities in- 
cluding the liquidation of their outside debts. If the privilege went 
exteiideil to oilier societies, the inoneylcnder w'ould certainly charge a 
higher rate of iiiteivst for accumimodatiou to inemhers of so<*ieties. We 
suggest, further, that in respect of advances for the purchase of cattle, 
etc., siicli societies should have a first cliarge not only against the 
cattle purchased, hut against the agricultnrnl proiluce as well. The 
transfer of the holding to a sub-lessee should also be impossible without 
the consent of the society. Tn certain other cases, too, the attadiment 
of property licfore the award is actually ditained should be permitted' 
in order to prevent dislionest transfers as soon as arbitration is applied 
for; the law on this {Ntint is not quite clear. 

266. These demands for facilities of collection of dues arise froft 
the fact that in the (last many societies have incurred heavy bad debtSk 
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To stmic extent lliese arc duo to the negligence of the atx'ietiea them- 
selves, and it limy lairK l^e said that the adoption tif eoercivo processes 
only einptiusises the failure of co-operation. But the inoveiiient is the 
province is not in a flourishing condition: and a general spirit of laxity 
and iiidiscipiine cun only he cured hy a vigorous attempt to reeover dues 
from defaulters, so as to strengthen the hands of the more resjHinsihle 
and honest inemhers of the siK'ielies and t‘Mi\'uracc iiuni 4i» icgaiu thoir 
lost control over their fellow ineiiibers. 

290. There arc, however, some who hold that nil tlieae devices will 
not carry the nioveineiii any further, and that the evil is too dee|»-rootrd 
to be cured by such nu?tluMls. They eontend that in many eases default 
is due not to wilful neglect, but to iinavoidahle eaiisi^s; that nuMiihera 
are |H)or and live from iiand to mouth: that though in normal years 
they can pay their duos, iiiiroreseeii ealaiiiitioR octui* from time to time, 
which cause default, and matters cannot Iv put right again till there 
has been a series of good harvests. 'Hie rciiiedj* suggested hy this scditNil 
of tliougbt is that co-o|)i^rativo scMueties should give up auy attempt to 
fix illsfalmen1^; that they should allow the iiiernhers to draw money 
at will ii[i to tlie limit of fht*ir noriiinl eredit or. in the alteriiufivo. that 
iiistaliiieius shmild he iirndc as small as |H>Hsihle and spread over a long 
term of years. Wc do not app.rovo this line of argument. The probable 
result would he iliat wlicn inoia-y is aviiilahlc it will lie s(|uanilcrod in- 
stead of being ii*<^(*d fiu* tlie rcpsiyuii^it f>f loans, so Iliat the f*iiltivator 
will be worse nlT than he is now. AVe Huggt*st that the r<*al ii^iiicdv for 
this state of affairs is -to encourage savings when harvests arc good 
that the same may he available w’leii culaiuities wiair, or other neces- 
sities arise. 

800. It is to he regretted that inembcrH of co-o|Muative socictiet 
rarely attenipt (o practi.-.e thrift. Kveii the |Miyiiiciii •»! hliairs is usually 
regarded a.s payment of additional interest: uliiist the dividend received 
on 6han?.s after ton years is either iakeii in rash and siinandi red, or ad- 
justed agfainst loans d'le. 'Fo cnhaiii e th«^ 4'dncative value of sluires wo 
suggest that meinhers should he eiicoiiragc<I to roiitiinic share jiayfiients 
after ten year*«: it seems absurd to lay down that thrift should he 
pi.-.ctised for the first ten years and not rcafler. rurtlier, the mem- 
bers should he encouraged to do|Misit anew their dividends; whilst wc 
also rmjrnriieiul the imyinent r*f dividends l»efoiv ten years, and that 
the slmres be made partly withdrawable in emergcncie«t, ho tliat the 
members may realise more fully the benefit of acciiimilaling shares. 
Similarly, the saving effected by the psiMnrnt a low rate interest 
is so small that it is hardly appreciated; the expcrTmcnf , which wo 
tmdenfand is being tried, of charging the n^arket rate of interest, and 
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crediting puii. of it to the suviiige of the lueuibers, bo that it may be 
available to him in a lump auiu when iieuetaiity ariKCs, should be 
watched witli liiturest. In short, more effort is required to encourage 
conscious saving au^og inenibcrs of cf>-o|icrativo societies in years of 
[denty, for use in limes of scai^ity. 

aOJ. Postponemerd of repayment . — We further recommend that 
nhen crops are bud iiustponements should be given as' soon as their need 
becomes apparent; the practice of granting poBti>onement8 after the 
demands have fallen due must, however, be strongly discouraged. After 
the nionibers of societies have been educated to a better sense of their 
rospousibilities, the Punjab f^stem might be introduced according to 
which instabncnls ant fixed not on any fixed and uniform principle, but 
in accordance witli the state of the prevailing harvest. This change 
requires a higher sense of duty among the members than is to be found 
in most societies at present; moreover, central banks would in such cases 
have to allow societies to take loans without any formalities up to the 
limit of their normal credit, instead of fixing instalinimts. The question 
of societies allowing a similar concession to their members would come 
thereafter; the members must he educated in the first instance to the use 
of this concoHsion by training them not to borrow unneocsssdrily. We 
cannot recxiinmeiid tliat villagers should he allowed to draw money up to 
the limit of their noniial credit wiicnever they choose unless they are 
prepared to deposit nil their income with the society; in which cose pay- 
ments should be made by tlie members whenever tjiey earn or receive any 
money, hawe\'or amnll its amount. Such petty payments are often 
discournged at present because lliey give trouble to the accountant; we 
strongly deproeate that practice and emphasise the necessity of encourag- 
ing payments at all limes, no matter how small the amounts. In fact, 
the village credit society idionld ultimately function as a village •bank 
for its members; the members should deposit with it all their income, 
whenever and from whatever source it may arise, and draw from it 
whatever th^ need from time to time for their expenses. For this pnr- 
pose the societies must keep till money, which they can advance to 
emergencies. 

fi02. Delay in maJung loane . — One eanse of the unpopularity of co- 
operative credit societies undoubtedly is the inordinate delay that takes 
place in the advancing erf loans, the result of many formalities. Hence 
societies have dcvc1o|icd the peniicious habit of taking as- much as they 
can get once a year, and giving out the money to the members in the 
hope that it may last them the whole year; and the central banks have 
enconragcMl this tendency, because they earn more interest therein and 
are not Staddled with idle balances at (Ssrlain seasons. The money 
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is usually spont' ns soon ns .it is ninl wlion otlier uceda 

arise money is borrowed from tnonoylenders. We recoiinneiid tlist the 
procedure in ctuiitexinn with tlu* advttiii'fs of loiins to sucit*iii>H by central 
bunks should be siinpliHod ns fur ns pnicticablc. so tlint the jtaMrhes 
may not be put to trouble and ex^mise every time a loan hus to bo 
taken. To effect this a society may 1 m> allowed to draw on the cimtral 
bank for a loan up to the limit of its nonnal credit. Aftaiii, the super* 
visor need not be required to ret^miniend loans, except as re;!ards bad 
societies. The |K.>tty exactions that still soinetimes take place at banks 
can and should be |iut down ns soon as ixNisible. Ihit tlie ifeopraphical 
difficulty — ^that of distance — cannot be easily overcome. Tbe extension 
of the system of rcmittaiuvs by money order is of some help, but it in* 
voices miicb del.'»y; it is n^coinmeiuled that the whole of the money order 
fees paid for such remittances may l>e refunded by froverninenl instead 
of only three- fourths as at ]»rosent. It would also be a emivenieiice if 
ptwt office savings l)anks accounts could In* operated on by means of 
cheques, and siicii accounts could he transfiu'ri'il from a bead |K>Ht oflii^ 
to any of its l>ryncbes free of charge, (-eiitral banks might eoiisider the 
I*ossil)ilify of arranging f<»r itinerant accoiiiilanls to gt» to eertain fix<*d 
market places oiwe a week t<i l•ec<»i^’e or tf» advance money .'is flu* ease may 
be: tbc\ >na,'^ also receive saving.^ dep>iHils froin tioii*inemlM'rs so ns to 
eneoiiriigc the habit of saving. Tbe system of ap(Niintiiig n lixail sub* 
agent for tbe bank has lN>en tried in niuny eases, but with some honour* 
able exceptions has not proved suceessfiil. 'I’bc only srdntion Mumis to 
Ih.* the establishment of siiiull centnil banks, with a radius of o)H'nitions 
of not more than tbn'c or four miles, wbieii may either la* branebes of 
tbe district bank or inde]iendciit banks. They may draw their fiinda 
from the district hank or from I'K-al moneylenders. In fact, tlii>n* seems 
to be no n'lismi why the moticylenders in a jiarticiilar liM-ality should not 
unite to form such a rural <aMi]icrntive bank, whit b would only lend 
money to the lu-iglilHiuriiig ro*«>|K>nitivc societies and not ,to iiidividiinls; 
were it to lend to individuals, it would be simply a revival of the old 
patU societies and would share their fate. The luonnylendcrs have at 
present to charge a high rate of interest as they often incur had debts; 
but in dealing with societies they would twit have such bad debtn and 
could, therefore, de|>osit their money at eoin|iar;ttivc']y low rates. In* 
tensive pn>}>agan(1a among inoiieylenders would he cssetitm] l>efore they 
would agree to this novel suggestion; hut we learn that such a rural 
bank has been started successfully in one province. It has la'cn urged 
that the moneylenders would not be able to agree who Nhonid manage 
the rural bank on their iNdialf, and tliat all but the manager w<Mi1d. be 
tlirowii out of business. We are not impressed by this argument. The 
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inoiU‘}'lender would get liis iiitereHt regularly, which ‘^Pcliiefly desires; 
and he could use his spare time on some subsidiary business. The real 
danger, however, is that the moneylenders would rontinuc their private 
transactions with the individual iiiernbers of societies. This can only be 
prevented by sujiervitMoii dnd education. Wc consider that the suggestion 
should be given a trial us an exjicri mental measure, though we cannot 
pretend to u fet'liiig of optiiiiisin legarditig its Huceess. 

803. The moneylender as a co-operator. — Such an experiment would 
doubtless involve a radical alteration in the attitude of co-opcrators to- 
wards moneylenders. We must deplore the fact that the co-operative 
credit movement should, from its very inception, have antagonised tlie 
village moneylender instead of trying to gain his sympathies and weld 
him into the txi-oiierutive organisation. He is an essential and organic 
part of tint village community. As ^Ir. Darling has pointed out “kindly 
feeling prevailed lietwwn debtor and creditor till wvll into the sixties . . ; 
it was only with the establishment of civil courts and the decline 
of the village communily that the reign of the moneylender Iwgair*. 
Disputes between debtora and creditors used to be settled by lix-al pancha- 
yate and the simple and the {mor diil not stiiTer, as they so often do now 
fmin the pixH*ediire of the civil t'oiirts, which, ns the .\griciiltural Com- 
mission have pointed out, is Imth ciinihroiiK and cxfK>nsive. In short, the 
village community was strong enough to keep the moneylender in' eheck; 
and there seems to be no reason why thin state of alTairs shoulil not be 
restored Ihroiigb the instrumentality of co-operative societies. Fur this 
pur]M>He it is essential that eo-optu'ators should airet’nlly study the village 
inoiieyleiider and his inetluMls, should adapt what is best in him and them 
to present-day requirements, and titilise his inherited knowledge and ex- 
perience ill bettering village conditions. 

304. Co-operative storee and eale agencies. — The village bania does 
not merely lend money; he often supplies the re<]iiisites of the villagers and 
helps to M'll tiw*ir prcKhice; in otlier words, credit is linked with purcliase 
and sale. May it lie that the failure of cu-operative- credit is due in part 
to the fact that it has attempted to work on a different system and has 
ignored the pndtlcms of purchase and sale? We recommend that experi- 
ments may he tried in the organisation of sorieties for the purchase of 
agricultural requisites and the sale of ngricnltnral prodnee. along with 
credit pieties, in one or two selected areas, which organisations shouM 
aim at the inclnsiun of the local bania and not at his exclusion. There 
are no doubt difficulties to l>e oveivome. The ordinary ngricultiuist is an 
individnalist. and the idea of pooling his ow'n crop, (which he regards as 
good), with that of another, (which he considers inferior), does not appeal 
to him : and the first task of the society will be to improv? the quality of 
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tLe prodaoe and stundardi^* it into two or three easily r^ognisuble 
grades. The society itself should iniivhaso the crop; it should aiw at ae* 
curing a better price than would have been obtained by each individual 
selling seiMrrately, and should take care to follow exactly the same niethtal 
• of sale as prevail's in the locality, and to enlist the help of the local bsnifi. 
This would siiuply amount to reorganising the prevailing system on a 
basis slightly more profitable to the producer, and cutting down the 
middleinan'e profit to its proper limit. Incidentally, also, this would help 
the credit society which would generally receive tlie sale-proceeds in 
place of the moneylender as at prt'sent. Such a mx'iely, however, must 
only deal with articles which are not perisliablc or easily damaged, 
ilecently arrangements were mode for certain societies to supply 60,000 
maunds of sugarcane to a neighbonriitg mill, each society supplying ita 
fixed quota at the fixed time : the ex|ieriment was iiUMlerately successful, 
and might be extended to other products such as sann (hemp) or cotton, 
in the latter <nse, however, the cultivators must be taught the best 
metho<l of preparation of pnxluce for the market; it is of the highest 'im- 
portance that there should be tiniforniity in length and quality of staple if 
the cotton is to sell to the heat a^lvantoge and (ho society* is to gain a 
reputation for good business. After individual soeiotics have learnt good 
and honest bi^siiiess iiietluNls, tlie,> ran romhinc into a rent ml organisa- 
tion and arrange for group marketing through a l«M'al cx|M'rl : such 
gradual development would lx* better than starting with a central society. 

305. Societies of traders . — ^At the same time co-o|ierativc societies or 
small traders should be formed, wliieh would Ite advanced money on llie 
security of the goiHls purchased by the ineiiilierH. Hitherto societies of 
traders hare failed bceause tliey have lieen treated like ngricniliirists and * 
their s|ierial needs and raetluxls of business have not U‘en considereil; 
it will l>c necessary to study them with care l>efoi'p they are nrganisi'd 
into societies. Thus they will become less dc|iendent on the hig men 
in the markets and will in their turn deal more fairly with the prrNluccr in 
the villages. These small traders fill an important r6le in village eco- 
nomy, and should not he regarded a.s middlemen to Ite eliminated, but as 
connecting links between the villages anti the markets, wdio should he 
incorporated in the co-operative ru-ganisation. 

806. For this work, we consider it necessary to create a marketing 
department. Its duties will include not only a study of all marketing 
problems, the organisation of trading sorietics, and assisting them in 
their dealings w'ith dathh, arhatias and merchants. Tt would also en- 
deavour to organise the buyer so that they may be able to take collective 
action to govern trade practices and eliuonste dishonest dealings; and 
Tor that purpose it would assist in the establi<;hmci#fif optm and regulated 
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inarkutR, particularly fur the sale of the princiiial crops. To this depart- 
ment would also be entrusted the administration of licepsed ware- 
houBes(’); whilst it wonld also publish regularly in rural areas the prices 
of staple cominodities ruling in the important markets of the neighbour- 
hood. If these are cstahlisbed, both small traders and big producers wilf * 
be able to manage co-operative commission shops similar to those in the 
I*unjab; those suffering at the hatfSs of corninission agents and dallals- 
will rally round such fthops if efficiently organised and honestly run, which' 
will also be useful alternatives to the existing trade organisations. Of 
course warehouse accommodation must be arranged, and when produce is 
left in the charge of the societies, there should be immediate payment of 
two-thirds or three-fourths of the probable price. Factories for converting 
agricultural produce into marketable articles, such us sugarcane mills or 
cotton gins and presses, belong to an advanced stage of co-operative 
development and cannot be thought of at prestmt, not because of lack 
of finance, but on account of difficulties of iiiaiiHgcment. Tteforc under- 
taking such work, co-operators must try to solve the problems of cottage 
industrialista, which arc tuimcwhait similar but simpler. These will be 
considcivd in a later chapter along with (he question of the formation ot 
un industrial hank. 

807. The finance of eo-<tjtcrative sorictiee , — At present the membetv 
of soeicl'ic.s do not get enough money to satisfy all their needs; but that 
is nut so mii(di heeaiise tlicro is lock of money but becaiist* llicre is lack 
of security, and there have been so many l>ad debts in the past that 
banks and societies dare not advance more money. This objeetioii 
would, how'evor. not apply to loans advanced on the security of crops. 

* At first the existing central banks would probably be willing to finance 
Biicb iuidert.akiiigs, at all events to a limited extent; most of them can 
raise os miicli money as they want. When, however, the work of co- 
operative societies improves, when it becomes reasonably safe to advance 
to agricultiirists amounts sufficient to satisfy their real needs, and the 
purchase and sale work develojis, tlie banks will no longer be able to- 
find the necessary money themselves. They will then have to draw on 
the resources of joint-stock banks. We think it will be possible for 
co-o}ierative banks and societies, after they have acquired a reputation 
for working along sound business lines, to moke arrangements with 
oommeicial banks, by which they will be allowed to hold grain as 
security as trustees on behalf of the commercial banks and get suffi- 
cient accomniodatiqn against the same. 

308. ProvincuU eo-operatwe hank . — ^In order to enable co'operative 
hanks to get into clo^ touch with the money market and to link them- 
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delves up with the leserve bank on the one hand and commercial banka 
on the other, the establishment of a provincial cooperative bank 
seems to be essential. It has been objected that the functions of sodi 
a bank tmly begin when the co-operative movement is fully de- 
vd(^>ed: that in this province it is still of feeble growth: and that tlie 
mere starting of a bank would not stimulate growth. It is undoubtedly 
true that the movement in the province is backward, luid does not at 
present need much capital, lint the supply of money is not the only 
function of a provincial bank. It must, fintly, co-ordinate and contn^ 
the finances of co-oiierative banks, and provide a wider field for the 
investment of their money. SeeonMy, since most co-operative banks are 
ignorant 'of banking principles and niethods. possess incompetent staff, 
are badly in need of sound advice on these and other finuci^ 
matters, one of its most important duties at the present stage will he 
to guide, direct and control the financial transactions of other co- 
operative banks. 

809. The need for improved audit . — ^e recent failure of a co- 
operative bank at Sandila shows that increased control is needed over 
many banks, and that audit must be made more effective, ^le present 
law governing the audit of societies is not clear; the responsibiUty for 
audit rests on tlte Begistror who has to m>point the andifam, 
but there ore no instnictions laying down what the anditcr 
is to do if he finds the balance-dwet of a bank or society 
to be incorrect. We suggest, firetly, that the anditcr should be 
definitely empowered to correct errors in the balance-sheet, and that no 
society should publish its balance-sheet until the auditor has certified 
it to be correct. In case the society disagrees with the auditor, the 
matter should he referred for decision to the financial adviser (men- 
tioned .below), whose decision will be final. Secondly, the Act shonld 
also make it possible to enforce other audit suggestions and, if these 
are constantly ignored, it should provide for the appmntment of a com- 
mittee of inquiry, and the temporary supersession of the mansgement 
which would be entrusted to persons nominated by the government. 
Thirdly, it dionld be mode clear, either by inserting a penal provirioB 
in the Act or otherwise, that tire managing committees of banks and 
societies must act with the prudence and ^ligenoe of ordinary men of 
business, and ore jierBonally responsible for any losses arising through 
neglect of the Act, the rules, the byelaws or other qreeifie instructions 
issued by the Begistrar, who would be guided in sndr matters by the 
advice tendered to h»m by eiq;>erts. Fourthly, as recommended by the 
Oakden Committae, sections 50-A and 00 of the Bombay Act, which 
fieal frith wilful neglect and the wilful faniiahing of false Mermation 
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by a society, officer or membors should also be adopted. LasUy, ^tli 
the object bt avoidiog the employment of incompetent or undesirable 
persons on the office staff of banks, we recommend that such staff 
employed by bante should be licensed by the provincial bank; that uo 
one who does not possess such a licence should be employed; and that 
after such inquiry as may be deemed necessary such licence be liable to 
cancellation at any time. 

810. The financial expert. — ^If the provincial bank is to discharge 
its duties effectively, it must have the services of a banking exjpert us 
its general manager. The same individual should also serve os finun- 
cial adviser to the co-operative department. His functions would be to 
train and supervise the work of the existing auditors, to carry out some 
super-audit himself, to examine audit notes and pass orders thereon, to 
study and rejiort on the financial condition of the banks, and to give 
advice both to banks and to the depiirtment on technical financial 
matters. He would also he primarily resiHmsiblo for bringing the pm- 
vincial bank into touch with the coniincruiul banks and the money 
market when required, for controlling lending among banks, for examin- 
ing their banking and financial transactions and controlling their st-iff 
on behalf of the provincial bunk. The audit of the provincial 
itself should be entrusted to certain special government bank exam- 
iners whose appointment is recommended elsewhere. We further re- 
commend that tlie reserve bank should guarantee a suitable subsidy to 
the provincial co-operative bank at a low rate of interest, with the objeet 
of helping in the task of credit distribution among agriculturists. 'I'ite 
proposal has its parallels elsewhere; in France the Bank of France has 
advanced a permanent loan of roughly two million pounds, without 
interest, to the Credit Agticole whi<^ is the apex co-o}ierative authority 
in that country; whilst it also pays to the Credit Agricole a sqm of 
about £ 120,000 annually as a gift from its own profits. Appendix 11 
to this chapter contains our views regarding the constitution of a pro 
vincial co-operative bank. 

811. Abeenec of competition hetioecn co-operative and other hanh$ 
and bankera. — If a provincial bank is started along these lines, we do not 
anticipate that it will compete with tim joint-stock banks; indeedt if 
will probably hdp to bring the latter into closer touch with co-operativo 
banks. We have it on the authority of the Secretary and Treasurer of 
the Imperial Bank of India that no competition at present exists hetween 
eo-qaerative and joint-stodc banks. (*) Two-fifths of the total working 
capital of co-operative societies is their own money in the diapO' of 
shares and reserve and other funds. Fmr the rest they deprad almoi^t 

(*) BTidamse, Vul. IV. * 
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entirely on fixed de|XMiite, which are obtained chiefly from villagers or 
others who do not ordinarily make deimsits in joint-stock banks and 
would otherwise have been hoarded or used for the purchase of land. In 
fact, an increase of defiosits would be welcome alike (o Joint-stack and 
co-operative bunks; siiid even if the latter were to open savings atHa)iints 
mere would be no ai^retriuble cniiiiH‘titiun. .\a for the lending ol 
mone}', co-ojierative bunks only advance Ui societies situated chiefly in 
villages dherc no joint-stock bank could operate. The two, indeed, 
supplement each other, for the demand for agricultural credit is usually 
strongest when the cominerciul nioney market has surplus fiin<ls avail- 
able. To what extent this state of uifatirs would continue if co-o|ierative 
scxdeties develop and undertake the riiurkeiiug of pn>diict‘ it is iinpita* 
sibie to say. Such iidvuiiccs at prt‘seut aiv. however, relatively small ; 
and even if the work ex(iand.s it would U* chiefly in villages, to wliieh 
joint-stack banks seldom iwnotrate. 

Mur dues tiiere uppc'ur to be any serious couiijctitiun beiweun 
cu-u£H;t'ative bunks and iudigctiuiib hunkers ul pivst'Ul. As tlie iti'giMirnr 
l.'omts out: "Many of them ure directors of co-oi>orative bonks, while 
suiue of the big^^er baukci't> lia\e ul^u placed money in fixed {ie|HMUt with 
uo-o£H.'rative banks; a few act us trcasuivrs ami keep tlie easli baluneoa 
ul tile bank iii^uuji'ciil account with liiemsel\es, oecabionully allowing a 
noiuinui interest on the same. Un one or two ueeasions they have 
kept tliu »ut'£ilus uiuiic} ul iiaiiks in dcjxisit at a lavuurable rate of inter- 
est, till a better field fur investment could bo found. Lit short, in many 
cases eu-u|H;i'utive banks depend for tlicii very existence on the help 
and sup[)ort received from iiidigoiiuu.s hankcr.s and are even sometimes 
run by llieiu.”(^l In the latter vase, however, then* is the danger that 
they will pay more attention to the purely moueylending part of the 
work, ignoring the dis.Ni<miiiuti<»n of co-operative jiriiiciplos ur the en- 
couragement of tiirift. 

313. Encouragement of thrift by investment . — We ate of opinion 
that thrift can best be enoouraged by the formation of special societiea 
for the pur£)ose, particularly in towns; but such s(x;icties arc at present 
handicapped by their ignorance tcniinieralive invcstmeiits. We 
recommend that co-oiierative banks should give s|)ecial terms and facilities 
to sneh societies. Tlwy should also encourage saving directly, by offering 
attractive terms for fixed deposits and additions to them, however small. 
We do not, however, recommend the opening of current accounts in oo-' 
opmative banka, since it would then be necessary for them to keep loigo 


(*) Evidenoe. Vol. III. p. 417. 
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liquid cover, lu fact, surplus money is one of the great problems of co- 
operative banks at present; and the demand for “expansion, more 
expansion, and still nmre expansion” is partly due to a desire to find 
an outlet fur this money. It is, however, generally realised now that 
societies cannot be organised to suit the convenience of banks; and wc 
recommend that buhks with surplus funds' should, on the one hand, 
decrease the rates of interest they offer to deijositurs and, on the other, 
reinvest their surplus in govcrnnicnt securities or in other co-oi)erative 
banks, even at a rate lower than that at which it is bonbwed; for 
Us. iO,UO() raised at C percent, and reinvested at 5^ i)er cent, means a loss 
of only Its. 50 in the year, but if left idle causes a loss of Bs. 50 per 
month. 

.*114. TJm ireatmntt of canh balaneat and reserve *. — ^When co- 
operative banks keep large cash balances in hand, there is 
, always danger of these amounts being misused by treasurers at 
even einlH>z/.ltMl. (lash balances should, thendore, be kept with joint- 
sto(‘k banks or of her ruliahlo indigenous bankers where they exist; but 
there should -be no objection to the government treasurer acting as the 
treasurer of a co-operative bunk, and any ordei-s which }>revent this 
should he modified. Jlut whalovcr the arrangements, banks should 
maintain small cash lailunci's and should invest their surjdus money. 
Investment in government accuiities has the additional advantugA 
that money cun ho ralst'd, whenever required, by pledging them with 
joint-stack bonks. The practice of pledging the reserve fund is dan- 
rgerous and should nut be jiermitted, save in exceptional circumstances, 
to meet a special emergency and for a limited jteriod. We approve of 
the policy of keeping the reM>rve fund of banks outside the movement; 
but if such funds are pledged and the money borrowed is used as ordin- 
aiy working capital, the whole object of investing outside is defeated 
and the money of depositors is in danger. We also hold strongly that 
banks should make adequate (irovision for bad and doubtful debts; the 
longer a loan has been overdue, the jess the chances of its recovery, 
and a bank must take that fact into consideration when preparing its 
balaiice-slieet. We recommend the system of crediting recoveries to 
principal first and to interest afterwards in liquidated societies, and 
(‘unsidcr that the same system should prevail even in working societies 
when the overdue interest is heavy and no payments liave been credited 
towards princiiwl for two or three years. We further recommend that 
intcr^ earned but not due should be excluded from the profits for 
purposes of distribution of dividend, just as all overdue interest is ex- 
cluded at present. Co-operative banks, though they are not govern* 
ment institutions, are generally regarded as being under the special 
patronage and supervision of government; and accordingly they oo|^t 
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to prepare their acoonnt» in ttwh a way as to re\'cal their real condition 
to the public. Moreover, they already rinvive %‘arinnR coiuxmisiuiia front 
government and tlie tendency ia to nsk fur more. 

315. Proposed coneesshns. — ^I'lie chief tulditiunal i*oneeiiHion pro- 
posed is the exemption of co-o|.ieralive bunks from income-tax. I'he 
income-tax authorities argue that the total tax imid by oo-o]H‘riilive 
societies in the province is less than Rs. l.lXX), and that so 
small a concession could be of no material importance to the 
movement. Dn the other hand, it is argued that since (ho 
snm is so small, Government can afford to forgo it, if thereby it cun 
show its sympathy with the movement and remove an unnecessary 
feeling of irritation. Co-ojH‘rative lisiiiks. unlike other hunks ttiid coin- 
panics, are compelled by law to invest their reserve fund in government 
securities; ns this is a legal «>hl ig.it ion iiu|H>rs.s1 hy Goveriuuent, it is 
hut reasonable that Governiiumt shoiild give a eorres|M>tii1ing coiieession 
hy exempting sueh investments from income-tax. The question of 
the interest derived from money lent to, or dc|NM(i(ed with, one hank 
by another is not free from diniculty. Hiieh loans and do[M>sitH are 
milly |mrt of the lending hunk's proltis and should he exempt; such 
loans ar»>. however, held t«i l)c “outside invcstiiiciUs’' and iherefure 
liable to iiie<ifiie-tax. This mitsi di-rmitely flisttoiiragc lenil'iig Ixdween 
banks; whilst it is diffinilt to understand why u louii given to u society 
should be held to be exempt, and one made to a sister inslitufioii should 
be liable. We r(*cuiiiiiu’iid that the principle of exemption should htt 
simplified, and that all the ineunie of a co-o|M^rative sixiety should bc'' '* 
exempt from iiiroinc-tax. All payiiients made hy a society to individuals ' 
by way of dividend, interest, honns. etc., will, of ••ourse. remain liable. 

316. Other concessions suggested are : — 

(II that the deheiitiirea of provineisl hanks should Im^ iiicludetl 
in the list of trustee securities; 

(2) that the Court of Wards and District and Miinieqial boanis 
should bc permitted to de]iOKit their money in c>A-opera- 
tive hanks; 

<3) that co-operative societies should Im; cxeniptcd from court - 
fees as they are from stamp duties; the occasions on which 
they have to (my ooiirt-fe<;s are not frequent, hut they are 
often a heavy item in the accounts of those societies which 
can least affcnil theni; 

. that the present restrictions against the advancing of laqati 
to co-operative societies should be removed and that taqavi 
should be given to or through them whenever firacticable. 
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817. We strongly recommend the last proposal : oo-operatiTo 
societies ore the best agency for taqavi distribotion. We have no objec- 
tion to the other three proposals. But we do not attach grrat importance 
to any of these concessions; tliey would not appreciably help the growth 
of the co-operative, movement. What is wanted most in the drst 
instance is a careful study of local conditions and problems; this should 
be followed by organised and systematic development in selected areas 
enlisting local Hup|x>rt and adopting or adapting local methods as far 
as possible. We recommend that development should be gradual, 
starting with thrift, rural reconstruction and better living, then ex- 
tending to (‘rinlil for productive pur|X)8es and, last of all, to land mort- 
gage H(x;iclies for long-term unproductive loans; while the i>roblems of 
the supply of nsqiiisites and the sale of produce slioiild also be taken up 
at the Hunie tinie. We HiiggOMt that 15 or 20 villages with a population 
of aljoiit five to ten thousand clustered mnnd a siiiall market town or 
village should form an admihistrativo unit. In su<di an area, every 
village should have at least two co-o[H>rative societies, one for credit and 
allied activities and one for lietter living; and there should lie a small 
rural hank in the market town. Other rural activities in such directions 
as sanitation, agricultural iiiiprovcincnt, education, etc., should also be 
carried on under the guidance of a s]iecial suiwrvisor, and the superior 
tsontrol of inH|x*cting exfH'ris l)e1onging to the various development de- 
partments. The efxmomic condition of the villager cannot be improved 
unless his problems arc tackled from all sides at the same time; real pro- 
gress w’ill not take place if attention is devoted to banking ulone, or to 
^ agricultiire alone, or to any single asi.)ect of the life of the villager. 
^ Official hol]> and guidance arc essential and will be so for a long time 
to come. We hold continuity of policy to be absolutely vital, esi)ecial1y 
ns regards the development of co-operation. For this iMirpose we recom- 
mend that there should be a continiioiis stream of officers under train- 
ing so that there may he no break of |X)licy when an officer leaves the 
department. Ultimately, the aim must be to train co-operators to 
manngp their own affairs themselves. The object of official effort 
should be to make itself unnecessary; its success must be judged by 
the speed with which it atdiieves that object. But the - time for its 
disaiipearanee will not come till the co-operative society stands firm 
on foundations that have been well and truly laid. 
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APPENDIX 11. 


Proposed Scheme for a Provtnoial Co-operatioe Bank for the 
United Prooinees. 


1; Objects. — The objects of the provincial bank ate : — 

(a) to guide, direct and control the financial transactions of its 
members and advance them loans on the security of co- 
operative iMifier; 

<b) to attract deposita on more favourable terms than its members 
can obtain individually; 

(c> to balance surpluses and deficits among its members; 

(d) to borrow from commercial banks when nec^essaty, and with 

the sanction of the Begistrar, on the security (d coopera* 
tive gpiior or otherwise; 

(e) tu encourage thrift, savings and self-help among its members. 

2. Constitution.-^Tbe membership shall be confined to (a) central 
societies in the province, hereinafter <'alled member-societies, (b) such 
individuals as purchase shares in the bank, hereinafter called preference 
shareholders. 

8. Capital. — ^The nominal capital shall be twenty laUis of rupees. 

a 

4. Shares. — (a) Ordinary shares shall be held by member-societies 
in the province and prefermce shares by individualB; they shall not be 
withdrawable; 

(b) The value ai a share shall be Bs. 100; 

(c) Each member-society shall be required to purchase one ordinary 
share of the bank fmr every Bs. 800 mr fraction thereof held in its share 
cental and reserve fund (owned capital); 

(d) Far every share purchased Bs. 25 shall be paid on application 
and Bs. 25 more on cidl within three months; 

(e) The balance of Bs. 50 shall remain as a reserve liability which 
may be called up in mnergencies with the sanction of the Begistrar; 

" (/) Interest will be payable at 9 per cent, per annum on arrears of 
eaUed-np diares overdue; 

(g) Shares remaining unpaid for over three months after the due 
date may be forfeited by the Provincial Bank and sold at the ride of 
the sliareholder; 

(h) Fo^eit^ shares may be sold or re-allotted either to the origin*' 
holder or to other holdera; 



U) The Board shall have power to caooel the forfeitore if arreaie an 
paid off before the shares are sold, re-allotted or otherwise disppsed 
of. 

5. General meetings. — (a) The supreme authority shall be vested 
in a general meeting of delegates from inember-societies and preference 
shareholders: 

(6) Each member-society will, by a resolution of its exemitive com- 
mittee, nominate one of its directors as a delegate to the general meeting 
of tiie Provincial Bank; 

(e) Hie Begistrar shall be the ex officio Chairman; 

id) Every delegate present shall have one vote, but delegates re- 
presenting member-societies who are in arrears of share-calls will not be 
entitled to vote; 

(e) The Chairman shall have a casting vote; 

(/) To constitute a quorum, there shall be delegates from at least 
one-third of the member-societies and holding onc-liftli of the siiare 
capital; 

(g) Thu general meeting will be held at least once a year (probably 
at tiie same time as the co-operative conference) ; 

(h) Extraordinary or spet'iul general meetings may be called when 
necessaiy. ^ 

6. Board of Direetors. — (a) The Board of Directors will carry on 
«he business of the Bank; 

(b) It sliali consist of— 

(1) The Begistrar, as Chairman: 

(21 Six representatives of the member-societies holding 20 slinres 
in the Provincial Bank and three prf'forenoc shareholders. 
They shall be elected by the general meeting nnd hold 
office for one year; 

(8) Three persons unconnected with the co-operative dc(nirt- 
ment nominated by the Government for their si)ecial know- 
ledge of hanking from the business and banking com- 
munity; 

(4) One representative of the United Provinces ro' 0 |x>rative 
Union nominated by the executive committee! of the 
Union and holding <dBoe fnr erne year; 

(c) The Board will meet twice a year or more often if the bnsinese 
so requires; 

(d) A fortnight’s not'ce rhall be necessary for the meeting Ol tbs. 
Board; 

(e) Five members will form a quoriiin; 

(fi All matters will be decided Iqr a majority of volaai 
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(g) The Chairman ahall have a casting vote also. 

7. Qvalifieatunu for Direetorship . — ^Eveiy member of the Board of 
Diimton of the bank dull vacate hia office — 

,(a) If he beoomea inadvent; 

(b) If by reasoh of mental or bodily infirmity he betomea incapable 
of acting: 

(c) If (except with the consent of the Board of Directors) he be 
absent from the Ikiard’s meetings for more than two consecutive meet- 
ings; 

(d) If the central society of- which he is a director is liquidated or 
ceases to hold the required number of shares to qualify him for the office, 
or if he himself cesses to be a director of the same; 

(e) On liis resigning office by notice In writing to the Board of 
Directors. 

8. Managing Committee. — (a) The Managing Committee will carry 
managouieiit of the affairs of the bank; 

(b) It shall consist of four {lersons elected by the Board of Directors 
from amongst the directors of whom one must be a delegate of a member- 
society, one shall lie a jirefcrence shareholder, and one an officer of govern- 
ment. in addition to the Chairman of the Board of Directors who diall 
be CliaiTman of the Managing Committee ex officio; 

(o) It riiall meet every month ; 

Tt may delegate some of its administrative )x)wers to the Chair- 
man and some to tlie Manager, but whatever is done by them shall 
require the confirmation of the committee; 

(c) In their conduct of the affairs of the bank, the executive com- 
mittee Biiall exercise the prudence and diligence of ordinary men of 
business and shall be responsible for any loss sustained through acts 
contrary to the law, the notified rules w these byelaws. 

9. Borrowings and lendings. — (a) The Provincial Bank may raise 
deposits from individuals at suitable rates; 

(b) It muy accept the surplus money of members at a suitable 
(low) rate of interest; 

(cl It will ordinarily lend money to members only; provided that it 
may invest surplus funds in such manner as it may consider suitable; 

(d) Its lending rate will be as low as practicable. 

' 10. Guidance and control. — (a) The Provincial Bank may fix the 
rate of interest to be paid by member-societies on deposits raised by 
them and also regulate their volume and natnre; 

(b> It will normally allow a member-society to raise deposits only 
in its own area of operations. But a member-society nuy accept 
deposits from other areas with the sanction of the Provincial Itenk; 

s 



(«) I jwnd in g between benke will be foibidden: 

(<0 It will require the submuBion of reports end returns and will 
be entitled to inspect the books of the members; 

(e) It will license the staff employed by member-sodieties and.oan> 
eel such licences. It will prevent the employment of unlicensed persons 
by the membw-Bocietiee: 

(/) It will have power to impose a penalty in case of wilful default 
by member-societies to carry out its instructions. 

11. Profit$.—(<d Dividends on shares will be limited to 7 per cent., 
with the proviso that in the case of preference shareholders 5 per cent, 
cumulative dividends may be given; 

(6) The rate of dividend recommended by the Board of Directors 
may he reduced by a general meeting, hut not enhanced by it. 
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CHAPTER vn; 

THB PRBSBNT LBOAi, SITUATION IN SB8PB0T OF DBSBT. 

818. The Bundelkhand Land Alienation Act *'. — As for back os 
1882 ft measure was passed entitled the Jhansi Encumbered Estates A'ct, 
the f^enerai object of which was to restore to solvency the proprietary 
body in certain fiorts of Bundelkhand. This Act did not place any 
restrictions on the ri^ht of the inoprietors to transfer tlieir land. In* 
quiries were made in 1901, which showed that the indebtedness of the 
pnqnietary body affected was only lakhs less than it had l)een in 
1877, when remedial measures were first discussed. This and otlio 
considerations ultimately led to the ])assing of the Bundelkhand Land 
Alienation Act of 1908, which was based on the Punjab Alienation of 
Land Act of 1900. The awe for legislation as it stood at the time may 
be stated briefly thus. 

In Bundelkhand the great majority of all proprietors were agricul- 
turists in the true sense of the term, being directly employed in the 
cultivation of land. At the same time cultivators were relatively 
scarce. The agricultural classes were sharply distinguished from 
the non-agricultnral, whilst the moneylenders taken as a whole 
formed a Be|>arate class by themselves. The proprietary body was 
deejily indebted, and transfers between agriculturists and non-agri- 
eulturists, notably moneylenders, had been frequent. Such transfers 
Jed to several undesirable results. Firstly, the substitution of a Vaish 
for a Rajput meant the loss of a cultivator in a tract where cultivators 
were scarce, and might, and often did, lead to serious losses bf culti- 
vated area. Secondly, such transfers from the agricultural to the non- 
agricultural classes were disastrous for the tenants, who were tlien 
placed in the power of landlords who regarded land merely as a com- 
mercial investment, and oppressed and rack-rented them. Thirdly. 
Budi transfers were a source of danger, since they resulted in the dis- 
possession of a large number of ancestral proprietors, who became 
turbulent and discontented, and were apt to blame the State for their 
misfortunes. 

819. The general effects of tliis Act may be summarised thus:*" 
(1) There has been a reduction in the supply of credit and an 

increase in its {vice. 


* 8m sIm psfa 865. 
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(2) This reduction of credit hus led directly to a fall in land 
▼aluee. 

(8) There has prolwbly been a cuntsiderable reiiuction in the 
total volume of debt; at all events it ie lower in this tract 
than in any other {lart of the province. 

(4) The non-agricultural moneylender lias been replaced to a consi- 
derable extent by the agricultural moneylender. Of the 
total debt in Bumielklmnd 4*2 per cent, is due to the latter 
and 44 per cent, to the fwmer. 

(6) Transfers have been fw the most part, (thon^ not entirely; 
since there are means of evading the law) from one agri- 
* culturist to another. 

(6) Even in Ihindelkhuiul, wlieiv iiiiMt landlords ore small culti- 

vating proprietors, some are richer than others. It seems 
inevitable that us a result of this Act the riclier landlord 
has increased his ixissessioiis at the eicpense of the {XKirer. 

(7) It may be dnulited whether the Act benefits the tenant'. 

No landlord oppresses his tenants so ruthlessly as the 
small owner, “iiiinself struggling for a bare subsistence." 

In theory, of course, this Act runs counter to all accepted prin- 
ciples regarding rights of ownership, and has, so far we are aware, no 
parallel in any^other rauntry in the world, save in certain other parts 
of India. In practice, on Iwluncing the results described above, we 
are inclined to doubt whetlier the advantages derived from the A^t 
outweigh its disadvantages, even in Bundelkhand. We are not pre- 
pared to go so far as to recommend its repeal though some of us are 
inclined to suggest that the |iossibility of repealing it be examined. On 
the other hand, we are certainly not [prepared to recommend its extenaion 
to any other part of the province. In another chapter.C) we have ghren 
the most recent statistics available relating to transfers of land between 
agricultural and non-agricultural classes, and stated our opinion that the 
^ures as they stand would not justify such legislation. We here state 
briefly the case against its extension from other ])oints of view; and 
proceed by means of a comparison of the facts, as they stood in 19(18 
in Bundelldiand, with the facts as they stand now in the rest of the 
province. 

(1) In the Bundelkhand of 1908 a transfer from an agrienlturist' 
to a non-agricnliurist meant the loss of a enltivator in a tract where 
ooltivatarB were scarce, and generally led to reduction of cnltivation. In 
the rest of the province at the present day the demand for land is so keen 
that the same difficulty could not possibly occur. 
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(2) It was held in 1008 that a transfer of land from an agricnltnrist 
to a non*agricnlturiBt led to the oppression of the tenants, because the 
new landlord regarded his land merely as a commercial investment. 
Whether in 1003 or in 1080, whether in the circumstances of Bundel- 
khand or of any other part of the province, we regard this statement 
as plainly absurd; and could, if necessary, quote many experienced 
officers in support of our view. We have already offered some general 
Observations on this point. (’) It may or may not involve loss of tra- 
ditional sympathy between landlord and tenant, but it does imply 
reasonably gc^ management. Just l)ecauBe the non-agriculturist land- 
lord it a man who regards land as a commercial investment, he will 
no# harass his lenants. The tenants may be the moneylenders’ ’milch 
Iriue’; but no dairy was ever run at a profit with starved cows. We 
i‘e|)eat that the exchange of a nun-agricultural for an agricultural land- 
lo^ generally, perhaps mote often than not, means a substitution of a 
good for a bad landlord. 

(8) 111 1903 transfers fimn agricnlturists to non-agriculturists were 
regarded ae causing discontent amongst the expropriated landlords, 
leading to dissatisfaction with government. It is doubtless true that a 
man who has sold his land often blames not only himself and his rapacious 
creditor, but also the government under whose administration this 
evil has come upon him; for in the East the State is still regarded hy 
the mosses as all-powerful, and as the direct cause of all resnlts, 
whether good or bad. Especially will he blame the government if his 
property has been sold up by the order of one of government’s courts. 
But the fact that alienations of land arc restricted to cases where bolli 
parties are agriculturists will not lessen th.^t discontent. A dispossessed 
liajpiit may feel bitter at seeing his land in the possession of a Vaish 
moneylender, whilst he himself works as a labourer on somebody 
else’s land; hut we doubt whether his feelings would be much less 
hitter if tlie transferee were a Eunni or a Chainar. The cause of the 
bitterness is the fact that he has had to give way to a man whom he has 
always regarded as his inferior; he will not be reconciled to hia lot 
merely because his supplanter happens to know how to drive a plough. 

(4) Whereas in Bnndelkhand most landlords were peasant proprie- 
tors who tliemselves cultivated land, in the rest of the province there 
are many wealthy landlords who are not, strictly speaking, agricnl-. 
tnrista all, since they do not cultivate but merely ccftlect lenta. Axe 
each liuidlorda to be classed as agriculturists or non-agriculturists? 
Such men, and they form a powerful body, would certainly resent being 
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classed non>agricnltural; yet if they are allowed to purchase land 
freely, the inevitable result will be the gradual disappearanoe of small 
propertcvs and an increase in the number and siae of large estates. We 
have seen reason to believe tliat the richer land-owner has to some 
extent swallowed the Hnialler even in Buiidelkhand; in the rest of the 
province, were a Lund Alienation Act applied to it. the same result 
would occur, but many times magnified. 

320. In short, we hold strongly that there is no case for intro- 
ducing a Land Alienation Act in any other part of the province. It 
is not warranted hy the figures of transfer between agrieiiltnrists and 
non-agriculturists, and in the circ'iiinstances of the province it ti||^i)Id 
have most undesirable and even dangerous results. 

321. The Tramjer of Property Act . — Under the Transfer of Pro- 
perty Act, a mortgage of land must he the subject of a registered deed. 
An equitable mortgage is one made by deiiositing the title of the mort- 
gaged proiierty with the mortgagee, aud such a mortgage is legal only 
in certain |iort and presidency towns. In this province it is not possible 
to raise a loan on the security of title-deeds. However short the term 
of the advance to be sciciired, the mortgage which secures it must be 
registered, which means IkiIIi delay and additional rharges, charges 
which might ;hiiuuiit, if the |ieriod of tint loan is short enough, to more 
than the interest chuiges; in other words, the price of creilit would be 
increased by over IfX) ])er cent. Wc do not suggest that the registered 
mortgage should be abolished; hut we n‘coiiimond that equitable moil- 
gage by de{ioBit of title-deeds sliould lie made legal in this province, os 
it is in (wesidency and port towns and also in the Punjab, to wliicli prov- 
ince the Transfer of Property Act does not apply, 

Again, there ore many mortgagees in the province, hut they cannot 
use their mortgage-deeds as security on which to Inutow money. We 
recommend that the law should be amended so that the mortgagee can 
transfer his interest in the mortgage to his creditor by a mere deposit of 
the title-deed. 

Onr third recommendation relates to usufructuary mortgogea, and 
is one already made by the Boyal ConimiBsion on AgricoUnre, whose 
words we quote : — “No iisnfnictoary mortgage of agricnlliiral land 
should be permitted by law unleas provision be made for an automatic 
redemption within a fixed period of years, of which twenty should be 
the maximum. **0 Every nsofructneiy mortgage abonld, in oar 
opinion, beer on its fsce the date of its flnel redemption. 
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322. The Insolvency Act. — ^Maoy witnesses have complained that 
the present insolvency law puts a premium on fraudulent bankruptcy. 
The dishonest debtor finds little difficulty in inducing a court to dedaie 
him insolvent: or, once declared insolvent, in inducing the receiver 
appointed to administer bis ivoperty to record incorrectly, or actually 
to withhold, realisations and recoveries. In eitiier case the creditor is 
defrauded of his rightful does. Such complaints though not universal 
contain a good deal of truth. 

But the defect, in our opinion, is not in the law itself but in its ■ 
administration. We believe that the existing provisums, if carefully 
enforced, are sufficient to deter a debtor from resorting to insolvency as 
a ioflans of deceiving his creditors or securing a preference to some 
creditors as against others. The judges, we are informed, are over- 
burdened, and are apt to regard other branches of their work — civil and 
criminal — ns more iiii|K>rt»nt. The remedy is possibly the appointment 
of special insolvency judges, where insolvency petitions are numerous; 
or in the alternative that judges should be provided with some sort of ex- 
pert agency to investigate the facts when such petitions are filed. 

323. The Vaurions Lmm Act. — W« were specially desired to 
enquire into the working of the Usurious Loans Act of 1918 : but we 
have received little evidence on this matter, and that evidence is con- 
flicting. The Agricultural ('ommission has stated that the Act is “a 
dead letter in every province," but admit that they received no evidence 
from civil judges. Two of our most valuable judicial witnesses, — one 
a judge of the High Court, the other a small cause court judge who by 
reason of the nature of his work is constantly dealing witli cases of 
debt — , agree in denying this statement. The latter asserts that he 
himself and his hmther judges constantly apply the .\ct : the former 
says, in explanation of the fact that the Act has not been so freely used 
as might lie expected, that the liinitation of registered mortgage-deeds 
executed before 1918 has not yet expired. Tliis refers to a provision 
in the Act which restricts its operation to suits for recovery of loans 
made, or for the enforcement of securities taken, after the commence- 
ment of the Act, with the result that the Act cannot he applied to 
loans made or securities taken before its commencement. On the 
other hand, we hav-e received complaints that the .Act is sometimes 
used to the detriment of the creditor, l>ecRuse judges are apt to reduce 
the rate of inteivst even when it cannot be regarded as usurious. TVom 
the practical point of view, indeed, the principal defect of the Ad 
appears to be the absence of any definition of usury. We must admit 
that it is well-nigh impossible to frame such a definition ; for the fixation 
of a rate of interest d^nds on numerous factors which vary from case 
Ip case according to their merits, and a rate which is foir in the 
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oireamstaaoea of one loan amount to rank nsniy in the oaee of 

another. Nevertheless, the absence of this definition must inevitably 
result in unequal treatment of creditors, .because every judge wtll 
administer the Act according to his own ides of what constitutes usury. 

On the basis of the evidence before us we can only oo nclude— • 

(1) that the Act is used more freely than we had been led to 

expect; 

(2) that owing to the important defect which we Imve men> 

tioned, it is sometimes misused to the detriment of the 
creditor; 

(3> that as time passes and the nuinlier of loans and securities of 
an earlier date than 1918 terminate, its use will incresSe. 

3*24. Diacretioit of eourtx to atUm interest after suit. — When a 
plaintiff files a suit if is entirely in the court’s disiTction b> sMow or 
refuse him interest after (he date when the suit was filed. The court 
may allow the same rate of interest as is inentioiie<l in the bond; it may 
reduce that rate or even disallou* interest altogether. Again, it may 
reduce the rate for the entire period from date of suit to dote of 
recovery, or from date of decree to date of recovery. Usually it allttws 
only n jier cei^.. from the dote of suit to the date of recovery, even 
though a higher rate of interest is stipulated in the agreement. The 
courts occnsiunally refuse to allow even ad litrni interest. Generally, 
courts allow the stipulated rate of interest for tlie jieriod preceding the- 
suit, unless that rate is usurious. WV <^an find no justification for action 
of this kind. If the borrower has agreed to {lay interest at a certain 
rate. Jic should continue to pay tliat rate to tlic date of recovery. Aa 
i^atters arc, the borrower often deliberately avoids satisfying a decree 
so as to get the benefit of the lower interest fixed by the court-. We 
consider that the Civil Procedure Code should be so aiTiended that courta 
no longer have discretion to reduce the stipulated rate of interest after 
the date of the suit, unless that rate is "usatious." 

326. Delay in suits and in realisation of decrees . — It takes a long 
time to get a decree, and a longer time to oxecut’e it. This naturally 
affects the cost of credit. We admit that a judge must be fully satis- 
fied before he grants a decree. We admit that a borrower's right to- 
adduce evidence in support of his case cannot be limited. Nevertheless 
there is considerable delay in the disposal of cases; how far that delay 
is avoidable we are not in a position to aay, but we consider that the 
possibility of avoiding it should he examined. If it prm'e unavoidable* 
the obvious remedy is to increase the number of judges. 



926. Diihon$tty of lower eourt offieialt, and defendente. — We 
bave received many complainte of the diehoneBt)' of lower court offioiale, 
each as ahlmade, bailiffs and process servers. They annoy the plaintiff 
their exactions; for a considerstion, they are willing to help the defendant 
to evade the process of law, by such means as failing to serve summonses, 
by oreating difficulties in &e attachment of property, or by giving infor- 
mation of an impending arrest or attachment. These complaints may be 
exaggerated : but we bring them to the notice of judicial authority. 
Finally, defendants often raise, or cause to be raised, purely vexatious 
objections with the object of prolonging proceedings. We consider that 
judges riiould be armed with greater pov^r to prevent and punish such 
abuse of the facilities provided by law. 

927.. FriHUng rent atnl revcmir legislation . — The laws wbtcl) 
govern revenue and rent arc : — 

(a) the riiitfvd Provitutes Jjancl Revenue Act of 1026, 

(b) the Oiidli Rent Act of 1680 (as aineiuled in 1921 and 1026). 

(c) the Agra Tenancy Act of 1926. 

(a) The United Provinces Land Revenue .4et . — The chief feature 
of t he new United Provinces Lund Revenue .Act is that it has ])ut settle- 
ment oiieratjoiiB on a statutory basis, and has imposed limits of various 
kinds, all of which have the effect of greatly reducing the burden of 
assessment. 

(b) The Ouilh Rent Act of 1886 has undergone several iiu[X)rtant 
ainendinents in 1921 and 1926. The amendments grant statutory 
rights for life to a tenant and to his heir for five years after hie death, 
and limit the landlord’s power to enhance rent. Under the old Act 
a landlord could eject a tenant or enhance his rent after a period of 
seven yean. The result was that the landlord usually ejected the 
tenant unless he accepted an enhancement. Under the amended Act 
not only is the tenant assured that he will remain undisturbed in his 
holding during his lifetime, and that his heir will hold it for five years 
thereafter, but he also knows that his rent can only be enhanced once 
in every ten years, and then to a strictly limited extent. In every 
tenth agricultural year a special officer is appointed "to propose fair 
and equitable rates of rents for statutory tenants." This year is called 
a "roster" year. These rates "are based on genuine, adequate and 
•table rents which are paid by substantial tenants who depend upon 
their holdings for their livelihood and can be paid without harddup 
over a series of years, due regard being paid to movements in prices and 
the letting value of land." Different rates are fixed fw different soils 
according to the soil classification and the cireleB demarcated at the 
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previous settlement : if no demarcation was then made, the special 
officer m£kes one in the manner prescribed for eettloment.C*) In 
other words, so much of the ordinary settleiiicut procedure is carried 
out as is necessary to ascertain the extent to which and the direction in 
which rents have moved since the lost roster year, and to determine on 
this basis what rents are fair and equitable, which rents are then used 
as a measure of enhancement. In these circumstances llie fact that the 
maximum enhancement has risen from 0} per cent, to 38ji ^ler cent, 
is a matter of small moment, nil tiie more so that if tiie iiuiximuui 
enhancement is decreed then it may be spread over luiy number of 
years not exceeding five by yearly increments. 

(e) The Agra Tenancy Act . — The Agra Tenancy Act closely 
resembles the Oudh Bent Act. It grunts a statutory life Wnuncy to 
every tenant who was formerly clsissed as n teiiunt-at-will, with a five 
years’ romuiudor to liis heir after liis death. Tenants that hold a right 
of occn]>uncy at the time wlieii the Act^was passed remained iindis* 
turlje<1, and it is tui longer intssible for a tenant-at-will to iu*quire an 
occupancy rigiit by continuous cnltivatioii over a [leriod of twelve years. 
On the other hand, a tenant can now purchase an occu)Nmcy right from 
a landlord, or rot'civc* it from him us a gift. Enhancement of a stitiitory 
tenant’s rent is only {xissible after twenty years, i.e.. oiiee during the 
ordinary life of/a settlement, and is subject to the siune "roster” limi- 
tations as have bt^n deserribed above. 

3'26. Effect of the neto legislation on credit . — ^The new Tenancy 
Acts have affected the credit l)oth of landlords and of tenants, but in 
different ways. Under the old Act, though it was difficult for a landlord 
to enhance .in occu|)aney tenant’s rent, yet he could always pro vent 
a tenant from acquiring an occupancy right by ejecting liiin before lie 
had completed a twelve years' tenure. Further, on the ex|>iry of any 
tenancy, either by ejectment or from any other cause, he could demand 
an enhanced rent without limit or hindrance; and since there was a 
great demand for land, the landlord could invariably get the enhance- 
ment whicli he demanded. Under the new Act. however, the statutory 
tenant is aeciiro in his holding for the rest of liis life, and his heir for five 
years thereafter; whilst enhancement can now only Ije made at lengthy 
intervals and is strictly limited in extent. These changes have had 
the effect c/L reducing the value of land, or rather of checking a tendency 
fdne to other causes) for that value to rise: and as land is the only 
important asset which most landlords can offer as security for a loan, 
it has had the further effect of reducing the landlord's credit. 
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820. There is another change in the Act which alaa tends tc 
reduce the value of land, but ia of special importance in connexion with 
usufructuary mortgages. Every landlord whose proprietary rights are 
transferred either by foreclosure, sale, or certain types of voluntary alien* 
ntion, becomes an exproprietury tenant, with a right of occupancy in 
his sir and in any land which he had cultivated continuously f<nr ten 
years before the date of the transfer. Fur the purposes of this section, 
a usufructuary mortgage is deemed to bo a transfer. Under the old 
Act, an exproprietary tenant paid a rent equal to 75 per cent, of the 
Average non-occupancy rate. Under the new .\ct, however, his rent is 
two annus in the rupee less than the roster rates for ocmpani^ tenants. 
Since am average non>occnpaiicy rate was often two or three times the 
occupancy rate, it is obvious that the usufructuary mortgagee under the 
new Act obtains a much lower rent in respect of the land wliich the 
mortgagor continues to hold than his predecessor under the old Act, 
with the natural result, that* the terms which the usufructuary'’ mort- 
gagee at the present day is likely to offer will he considerahly less 
favourable to the mortgagor than they were before 1926. 

330. There are other minor changes in one or. other or both .\uts 
which also tend to reduce the value of laud. Enough, however, has 
■been said to show that recent legislation has weakened the landlord’s 
-credit. 

331. But whilst these new Acts have had the effect of reduciu!: 
the landlord’s credit considerably, they have affected the credit of the 
tenant much less. It has been explained in a previous chap- 
ter that, with certain special exceptions, no tenant’s right is 
transferable and no tenant’s holding can be legally mortgaged: 
but that all tenants have certain rights of subletting, and use sub- 
leases as a substitute for usufructuary mortgages. Under the old Act, 
:an ex]>roprietaiy or (KHSupanc^ tenant could sublet the whole or any 
port of his holding for five years, though lie might not again sublet 
any part thereof until two years had elai)sed after the expiry of the 
former sublease. Under the new Act, these tenants have retained the 
same right of subletting, but the period which must elapse between sub- 
leases is now five years. They are, therefore, slightly worse off than 
they used to be. On the other hand, the non-occupanty tenant of the 
old dispensation could only sublet for one year, whilst the period bet- 
ween subleases was three years; but the new statutory tenant, who has 
replaced him, may sublet for a period of three years, whilst the period 
'between subleases remains the same. The statutory tenant, therefore, 
ia in a far stronger position than the old non-occupancy tenant in the 
matter of subletting, and consequently in the matter ^ credit. It ia 
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true that at preseut atatutoiy rante are> bo high that the margin tor 
profit left to a subteuant-mortgagee ia amall; but in Agra at all eventa* 
where enhanoement commonly takea place once in twenty yeara, it ia 
likely to increase with time. And under the proviaious of tlie present 
Act, the statutory tenore will ultimately become by far the moat im- 
portant of all tenures. 

832. As has been already ixiinted out, such subleases are wholly 
ill^;al. They are also wholly pernicious. Bedemption is almost un- 
possible because the tenant has reduced the resources from which he 
must finance redemption ; and the end is generally relinquishment of the 
land by the debtor and a lease of it by the landlord to the creditor. 
Yet it is difficult to suggest any means by which the (vactice can be 
stopped : indeed, the law ]irovides ample means already. The difficulty 
lies in the fact that the landlord will not use tliose means, fur, as we 
have pointed out already, the change is often to his advantage. 

333. The tenant's loniH-erm credit. — (.>i‘casionally a tenant re- 
quires long-term credit, to rt‘pay his inherited debts,' to improve hie 
land, or for less desirable objects. But no creditor would grant a long- 
term loan without adequate security, and the only adequate security . 
which on agriculturist con offer is a mortgage on his land. As matters 
stand, then^ore, the tenant cannot obtain long-term credit at all, 
unless he is prepared to hreidc the law by a sublease of the type just 
described; and many of our witnesses have on this account recommended 
that his rights should he made transferable. We cannot recommend 
such a change. To an uneducated peasant, an increase of credit merely 
means an increased incentive to incur debt. That assertion is proved 
past all doubt by our statistics of debt in the eastern districts, where, 
amongst tenants and |ieasant-[>roprictorH, the iucideiica* of debt ]jer debtor 
is no less than Us. as agsiinst a provincial average incidence of 
Bs. 172; and the only cause tliat can lie assigned for the difference is 
the fact that certain classes of tenants in those districts do possess 
transferable rights. If the tenant is to be granted the right 
of transferability, then the right must be so limited as to pre- 
vent its misuse. After carefully considering all the circum- 
stances, we are disposed to recommend that the exproprietaiy or occu- 
pancy tmiant diould be given the ri^it to mortgage (but not otherwise 
transfer), his holding for a {leriod not exceeding twenty years, and only to 
a land mortgage bank or co-oiierative credit society; and that the land> 
lord's 8up«ior right should be recognised 1^ giving him, in case of 
enforcement of security by sale, the first right to purchase the equity 
of redemption, which will enable him to extinguish the occupancy right 
The case of a statutory teiuuit, however, is more difficult. Hisi^interesk 
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is litnito^ to hiB life aud five yeare thereafter, i.e., to an indeterminate 
period. It is impossible, therefore, to give him even the restricted 
ri ght of transferability which we have proposed for oocnpanx^ tenants, 
because that right involves the fixation of a determinate period. One 
solution that has been suggested to us takes the form oi granting him 
a right of mortgage Hiuiilar to that suggested in the case of oooupani^ 
tenants, provided that it is backed by the collateral security of a life 
insurance, for an- amount sufficient to liquidate the loan should he die 
before the period of redemption has expired. We have carefully con- 
sidered this apparently simple Hohition, only to decide with some regret 
that it is iriipracticahle. Firstly, the (M>st would he prohibitive. Tlie 
tenant would have to pay both the interest on his loan and the premium 
on his life insurance, and the total chiuges on the transaction would 
probably not be less than the charges on a moneylender's loan. 
Secondly, liefore an applicant can take out a life insurance policy, he 
must obtain a medical ceilificatc from a qualified doctor, and such a 
certificate is not easy to obtain in the countryside. Thirdly, the tran- 
saction is of a complicated kind, such as no ordinary villager would 
ever understand, and of which he would probably be deeply suspicions. 

• We consider, therefore, that it is impossible to confer even a restricted 
right of transferability on any tenant save those who have an exproprie- 
tary or occupancy right. On the other hand, since purchase of an occu- 
pancy right is now permissible under the law, we suggest that 
a land mortgage bank or co-operative credit society should be 
permitted to lend to a statutory tenant the money necessary for that 
purpose, on the secmity of the occupancy holding which he will thus 
obtain. Thereafter, he nill be able to command long-term credit in 
the same manner us any other occupancy tenant. 

334. Hindu and MuJtanimadan law . — The peculiarities both of 
Hindu and Muhammadan law ore such that a creditor runs no ordinary 
risk in dealing with a Hindu or a Muhammadan borrower. Amongst « 
Hindus the root of the trouble is the constitution of the joint Hindu 
family. A Hindu father or manager (karta) borrows money on a 
representation that the loan was necessary for the benefit of the family. 
The creditor sues him for the recovery of the debt and obtains a decree. 
Then some other member of the family, possibly on the inB piratinfn of 
the debtor himself, brings a ftesh suit to save the property, and alleges 
that the loan was not necessary or was taken for some immoral pur- 
pose. Such litigation may last for years, and, whichever party succeeds, 
the creditor is certain to lose. Similarly, a Muhammadan debtor can 
defeat a creditor by transferring his property to his wife in lien of 
dower. Again, the laws of Muhammadan inheritance are extiemety 



complioated. There are various classes of heir, both male and female, 
some with a claim to a fixed share, some with a claim to the residue, 
some with a claim to both; whilst the presence of certain heirs excludes 
other heirs. A creditor will rarely, have complete knowledfje 
of the family tree, and lamseqiiently there is always a risk, in advanc- 
ing money to a Muslim on the security of property, of dis- 
covering too late that that projterty, or {xirt of it, belongs not to the 
debtor but to some of his ndations. We can, however, suggest no 
remedy for these inconveniences witliuut distiirhiiig the Hindu’s or 
^fiislim’s personal law. 

3^'3o. There aiv, however, two |Kjints to wliicli we draw special 
attention : — 

(1) In a previous diapter. we have explained the peenUanties of 
Hindu law in the mutter of the iiiheritunce of debt, and have pointed 
out that the heir in taking over siieh debt often goes beyond the 
recinireiiieiits of the luw'itself. wliich liiiiits his liability to tlie assets 
which he has inherited. This in our opinion is not due, as 
the lloyal .Agrieiilturc (.'on i mission suggests, solely to igncminoe 
of the legal iKisitioii.t'^i It is due also to a sentiment which 
is inspired partly by n'sjKH’t for the ancestor, jiartly by religious con- 
sideration. Biit|the effect of this sentiment is lamentable. In the 
worls of the I-toyal Commission **the ]icople arc so n<.‘eusfntnecl to lie in 
debt, to take it over from, their fathers and to pass it on to their 
sniis, that they accept indebtedness ... as a niitiiml state of 
iife."(*) It is a sentiment which in the circumstances of Hindu family 
life will not easily or quickly |>ass away. Here ami there an heir may 
l>e found willing to brand his ancestors with the stigma of immorality to 
t'scai)e taking over their debts; but sncli cases, we imagine, are rare 
and whenever they do occur, arc often inspired by the debtor himself. 
It is a sentiment, too, whicdi wo find imimssible to condemn. Neverthe- 
less, the present fKisition in this respect is that ’’the fathers have eaten 
sour grapes and the children’s teeth are set on edge.” 

(2) The religion of Islam forbids a Muslim taking interest. To 
a Muslim, therefore, profitable investment is impossible. It is said that 
in some parts of the country this prohibition is weakening, or that it 
is evaded by such means as taking a bond from a debtor for an amount 
larger than was actually lent, or by granting a loan at a discount. We 
doubt, however, whether these refinements have yet penetrated into the 
villages; and the prohibition is still oliserved by orthodox Muslims 
everywhere. There was a jHoposal, we believe that the interest payable by 


C) Agrienitiml CommiMioa Report, 48S. 
(*) tm, p. 4M. 
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government on tlie depoeits in post office savings banks or postal cash 
certificates should be funded for the l>enefit of Muslim education. We 
suggest that the Muslim authorities might consider whetlier life insurance 
could be accepted by Muslims as a suitable form of investment. 

<136.* Stamp duties on hundis and bills. — ^We hove referred to this 
matter in (-hapter XI, and merely mention it here to complete our survey 
>f the legal t)ointH whit'b affect credit. 

337. TIte Ijand Improtement Loans Act of 1883 and the Agri- 
culturists Loans Act of 1884. — We have already dealt at some length 
with the subject of taqavi hiaqs. We have hail to mention nuineroiM 
complaints of the manner in which the Acts are administercd, and have 
mode suggestions for removing them. Here we need only mention, 
for the sake of {rompleteness, that the defects are entirely administrative 
and that we have no fault to find with the Acts themselves. 

«138. The f-rrors of moneylenders and banks . — ^'Fiiere can be no 
doubt that in some directions the scales atv weighted against 
• the moneylender. We cannot, however, conceal from ourselves 
that to some extent lie is himself to blame if his legal jiosition 
is weak. Induced by. the hoi>e of a high return for his money he is 
apt to take risks which no prudent man would take, and if in the end he 
loses thereby, he is entitled to blame only himself and not the law. 
Even bunks, lU'cording to one of our most important legal witnesses, 
nre not above reproach in this matter. "I found myself” writes this 
witness "that no regard is |iaid to the imposition of the 
directorate. Anyone w’ho is supiiosed to possess some sort of local 
influence is considered to be good enough to be appointed a director, 
whether he knows anything or not of the working of a bank . . . 

.1 had a case in my hands some tiuw years ago in which a branch of a 
t»nk in some other province was started in a small hill station. The 
manager or the local managing director was a man of no particnlar 
repute. The bank went into liquidation, and if my recollection is right. 
aU that was discovered in the till was a sum of Be. 1>5>0.*' .Another 
case which he quotes is that of a bank which advanced half a lakh to the 
guardian of a person who had been adjudged a lunatic by a court of 
law, on tlie security of the lunatic’s assets, without the sanction of the 
judge. Tliough amongst the directors were some lawyers, nobody had 
troubled to obtain this sanction. *'T was not surprised”, adds 001 * 
witness, ’’when a few years later the bank went into liquidation.” This 
witness offers ns the following recommendations. 

Legielation is needed to i»ovide for (1) the miwimiim qnalifieatiDn 
of the directors. This should not be confined to the possession of a 



certain number of shares, but include either previous training in a bank 
or sfiecial knowledge of finance; <*2> the iiiiniinuin qualification for 
apixnntment as manager, agent or their assistants; (3) for the compnl* 
soiy api<ointment of legal advisers who know something of banking com- 
mercial law and have made a study of conveyancing. In this connexion 
oiir witness (mints out that a large part of the litigation in this country 
in due to the fact that people enter into tniusactions without previously 
obtaining legal advice, and in proof of his statement mentions n cose 
in which a bank might have saved a large f^ paid to its counsel during 
the litigation, if before entering into the transaction it Iwl {mid a siiiall 
fee of Rs. 100 or ho to any junior lawyer for his advice. “The prac-tice 
of retaining a family solicitor or private solicitor so conniion in 
England and also in the presidency towns is wholly unknown in these 
provinces and the result is legal ehaos." Otir witness is of such 
eminence in his own profession that though all his rucommendations may 
iHit be equally practicable, we record them without coninieiit for the (miisi- 
deration of the C'eiitral Committee who are examining the question of 
bankng legislation. 
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CHAPTER VITI. 

PoSflinrji BEMBDIKS IN THB PltBSHNT RTSTBM OP AGRICULTURAL CREDIT. 

339. The economic eituatUm of the cuUitator . — ^In preceding chap- 
ters we have fully described the prescut ixisitioii in iwpect both of agri- 
cultural credit and debt; and liefore siiggesting {KMsible remedies or 
{lalliativeH of that Ritiiatioii, we propose to draw attention once more to 
certain of its salient features. 

(1) Though ill any country only the wealthy agriculturists can 
succeed in avoiding debt, yet 46 per cent, of our cultivators are debt- 
free. 

(2) Though 56 fier cent, of all cultivators fxissess holdings which arc 
below the riiinitniiin gi'iniotnic an*a, the pro|x>rtion of debt-free amongst 
these small farinerM is as laige as it is anioiigst their richer brethren. 

(3) Debt is least heavy in those v(*rv tracts where the number of 
unc(H>noiiiic holdings is largest. 

(4) I>ebt incriMiscs directly with (he size of the holding. 

(6) Yet even the deht-freo peasant, if judged by any Western stand- 
ard of comfort, is desperately poor. 

In a word, the eeononiM! situation of the Indian pi'asant consists 
of a series of (mradoxes, whieJi we now have to consider and, if ^xiBsible. 
explain. 

340. That explanation is not far to seek. The eoncliisions stated 
aliove are luised solely on the fieasant’s agricultural income, and take no 
account of any snbsidiaiy source of income that he may fxissess. Tlie 
census figures prove that a certain niinilier of cultivators do ixMsess sub- 
sidiary resources. Many cultivators, for instance, are also receivers of 
rent or agricailtiiral lalHiurers. Many imssess some non-ngriciiltiiral oc- 
cupation; they are hlaeksmitlis. or carpenters, or tnwiers, or weavers, 
or tanners, or priests. Many, again, supplement the income derived 
from their fields by growing fruit, or fishing, or hunting, by collecting 
sticks, or cow-dung, or fuel, by collecting leaves for leaf platters (daunat, 
by niakiiig mats of grass or basdeets of bamboo, and generally by ntilis- 
iug,' in one manner or another, the prodnets of Nature wliich they 
find around them. Very often, again, the wife or the child has an occu- 
pation of her own, ns midwife, or monthly nurse, or mwherd. Richer 
agriculturists often earn an additional income as moneylenders, or cart- 
men. or graiii-deulers. Finally, there is a considerable volume of emi- 
gration frinn many parts of the province vriiere the pressure on the soil 
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is heaviest, which creates for the cultivator udditioiuil ivsonrces in the 
s)ia{)e of reuiittauces received from the emigrants abroad. .In short-, the 
agricultural population does not depend solely on its agricultural iu- 
I'unie, hut has many subsidiary occuiiations; and any conclusions based 
Milely on agricultural income are to that extent misleading. 

341. It is this fact which solves most of the imrudoxes mentioned 
aiiove. The pro|iortiun of debt-free iigrieiilturists is large, Inn-aiise they 
do not rely solely on agriculture for it living. It is large amongst those 
which possess uneconomic holdings, l>ei‘nnse it is anmngst the small hold- 
ers that subsidiary oecii|iations lue most iiuiueruiis. Itebt is less heavy 
where the number of iinciroiioniic holtlings is largest, iMirtly for the 
reason just stated, partly liecause these are the tracts which send most 
emigrants abroad. Finally, the renson why the largest holdings carry 
I lie heaviest weight of debt is due entirely to the fact that the largest 
tenants belong to the highest castes, of whoso extravagance we have 
liad much to say. 

342. One or two minor jiointa which affetd these conclusions may 
also be mentioned. 

(1) An uneconomic holding is one which is iiniihle to Kiip|x>rt the 
cultivator and l^s family in n'asonable comfort. Hut the question 
whether any particular holding is or is not iineconoinic. dei^nds on 
other considerations than its size. A member of a market-gardening 
caste, such as the Koiri or Mnrao, ran live, and live well, on a holding 
of two acres. The number of iineconoinic holdings, Uierefore, is to this 
extent exaggerated. 

(2) A man may lie debt-free not only liecaiise he is so well off that 
he need not borrow, bnt because he is so |)oor that noliody will lend to 
him. Amongst the niimlter of debt-free are doubtless included some 
of the latter class. We doubt, however, whether there are many sndi. 

cultivator must lie po<tr indeed if he cannot Ikiitow at least one gist. 

343. Having considered all these factors and the economic situ- 

ation of the agriculturist, we can state it briefly thus. AgrienUnral 
indebtednecn, though it is undoubtedly heavy in most luirts of the prov- 
ince. is not so widespread ns is commonly supfinsed. The principal causes 
of this somewhat unexpected result are two. FirxHy, tlie agriculturist 
has learnt to siip|denient his ngriciiltiiral income from subsidiary of.'cnpa- 
tions, and seeontHy, migration has not only relieved the pressure on 
the soil to some extent, but has brought more wealth into the pravince. 
In short, ordinary economic forces have l>een at- ivorh fo relirive tlie 
economic situation. - ^ 
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844. The poverty of the peasant . — Yet despite it all, the peasant 
remains poor. We have calculated elsewhere that 30 per cent, of all 
cultivators arc living below the economic level and cannot even in tlte 
itest of years make ends meet. Another 32 {wr cent, 'are living at 
or just above the economic level, making ends meet only in a good year 
but not in a bad. Only 18 fier cent, ciui i)e regarded as welbto^o. It is 
to be remembered, moreover, that poverty and wealth are relative terms. 
The first class of the three which we have mentioned is poor even by 
the fwasant's own standard of comfort. The thini is well-to-do only by 
his own standard of comfort. And that standard of comfort, in com- 
jtarison with that of any Western nation, in cominirison w’ith that of 
certain other provinces, is miserably low. In proof of which statemeur 
it will suffice to offer two quotations : — 

"The possessions of the ordinary peasant are limited to essential 
capital — a little land, a |iair of bullocks, and seed for the 
next crop : and bare necessities — an unsaleable house, tlie 
clothes he stands up in. a st4)re of coarse food grains and 
the utensils n-qiiirtKl to cook it in.'‘('> 

“Abject lawcrty is very rarely met with in any of the villages in 

. Hilt no less rare is any semblance of afflnein’C 

amongst the cultivating classtis. Hnihinans, Thakiirs and 
Mul mini iia duns an' on the whole less parsimonious than 
the other classes and cuinstantly give the impression of 
lieing better fed. Piven amongst these classes, however, it 
is very nire to find a plnm|) figure in the imrson of a culti- 
vator .... The. assumption is that cultivators cannot 
afford more than the barest necessity in the way of food. 
It would be cheering to see a little rounding of spire 
figures; and it is hop'd that security of tenures may lie 
holiied by gcxal harvests in the future to give a little more 
than baiv subsistence to the deserving kashtikar. Apart 
from food, housing leaves very much to be desired. Masonry 
houses are extremely rare and sanitation is not even con- 
sidered as a riile."(*) 

345. Possible renudies . — ^There are, as usual, only two possible 
means of impmvitig the financial pmition of the peasant. The first is 
to increase his income; the second in to decrease his expenditure. We 
« consider the jiosHibilities under each head seiMirately. 

(') Evidence, Vol. Ill, p. 79. 

(*| TIiom eonmientv ere fram ■ recent mt-nte report. Wn prefW aoi tr. pae 
tieulariae. 
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(1) Induntrialmitwn . — At all in the world'a hiatur>' and in 

every country, the develu|uuent of induatricH liax been the 
menna of rclieviiif! ngriciiltunil depruwuon. It drawn off 
siirphia |K>pulatiun from tlie country’ to the town and re- 
lievea the preiwure u|N)n the soil. It i;ives to those that 
^ a new and adequate intxMiie; it incmises the mlequacy of 
the old income for those that stay. Unfortunately, the agri- 
cultural |)opulation is conservative in its habits and hope- 
lessly immobile. At every census, over IM) |>er cent, of 
the population is enuinerated in the district where it waa 
born. At (iresiMit, t(Ki, the large scale industries of the 
province are neither sufficiently numerous nor sufficiently 
develo|ied to relieve the prttssiire of |iopulntion. Neverthe- 
less. though the peasant may be unwilling to go to the 
industry, it is still |N)ssil>le to bring the industry to the 
(leasant. There are iiiiiiieroiis smtill-sc^ale occu|>iitions avail- 
able to him, either us a substitute for ugrictiltiire or oh 
suppleiiieiitiiry to it. Fortunately, he ap{>enh« to have dis- 
covered for himself the value of indiistrinlisation in this 
restricted s(*n8«'. 

'r2> Kwiffatum . — From the most uncieiit times, migration, whe 
ther of a man or a nation, has always Iteeii r«*ganled as the 
Him|ileHt and quickest iiieans of relieving the |iresHure of 
fs»|iulation in an overci'owded tract.* This was doubtless 
the cause which brought the Aryan race to India. It is 
still the cause which sends the JCnglishman to New Zea- 
land. or the Indian to Fiji. There has long been a cronsi- 
derable volume of migration from some of our Avcrfwipu- 
lated districts, notably those in the Kast, and there arc 
indication^ that it is gmwing. This is a remedy, there- 
fore. which the |ieople thcmselveB may he left to apply. 
As has l>ecii explained already, migration has a further re- 
sult ill securing for those who remain at home an additional 
source of income proviilcd by the emigrants. 

<3) Additional eultivatioH . — Another obvious melbrnl of alleviating 
pressure on the soil is to break up fresh noil. As we have 
seen, however, little fresh tsal is availaldc in the province, 
es^tecially in those areas where it is most required. 

(4) New hinds of cuUimtiun . — At present the greater part of the 
cultivated area of the province grows the staple fixid-cropB. 
The area under such inoney-makiog crops as cotton or 
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ftngarcane is relatively small. In favourable circunistau- 
ces, — specially fertile soil, s|iecially goul facilities for irri- 
lipition, specially skilful cultivation, specially good com- 
munications, — there is already a tendency for the latter to 
replace the former. But as yet the circumstances are 
sufficiently favourable only in restricted areas, notably the 
western districts. There are, however, other forms of cul- 
tivation which can also l>e regarded tw essentially money- 
tnaking, which the cultivator has so far shown little inch- 
nation to adopt. Of these, the most important is fruit- 
growing; and there are undoubtedly tracts in the province 
specially suitable for this pur()ose. We are informed, for 
instance, by one of our members that the private 
gardens in the tiny town of Basti grow eleven different 
kinds of fruits, — mangoes, lemons, l(K|uats, lichis. i)eaches, 
pinea|)ples, jHipaya, oranges, plantains, guavas and wal- 
nuts. Nor was the soil jairticiilarly fertile. 

'5) Intcmive cultivation . — “Tt is clear’’, says the Boyal Agricul- 
tural Commission, ’’that in the adoption of some form of 
intensive cultivation lies the gn^atest hope of enabling the 
cultivator to meet from his small holding his own needs and 
those of his family. ”(^) Intensive cultivation is a vague 
term. Some seem to interpret it as meaning solely the 
substitution of a crop wliich fetcdies a l)etter price for a 
crop which fetches a lower price, and usually mention the 
growing of vegetables os an example of such cultivation. 
But as we have shown elsewhere, intensive cultivation in 
this sense has its limits. Tt is useless to grow vegetables 
in excess of the probable consumption; it is impossible to 
grow them except in the immediate vicinity of the con- 
sumer, tinless easy and rapid means of transport are 
available. Intensive cultivation has, however, another 
meaning, namely the growing of better crops of the tame 
kintl. for which the princi|.tal requisites are better seed and 
better fertilisers. It is in this direction that progress will 
be easiest and roost rapid. Indeed, thanks to the energies 
of the .Agriculture department, there has been considerable 
progress already. On the other' hand, intensive fanning 
is seriously hampered both by the fragmentation of hold- 
ings and their f>ep|)er-pot distribution: and. thanks partlv 


Agriciiltunl CunimiMion't Ri>|M<rt-. 416. 
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to tin,* peonliaritivs i*f law. partly to the predilee* 

tions of the |)easiint hiuiself. tliese iliffifultiea will not be 
i^aaily uveiuonie. 

S46. The need for capital. — For intensive cultivation, however, the 
jieasant requires cumniiind of nniirlo cnjutni. — short-term capital for the 
purchase of improved seeds and manures: intc^nnediate cn|>ital for tho 
purchase of better ploufth aniiiiiils; lonjv.torm capital for expenditure on 
improving his land. There has never l)een miiclt difficulty in providin;; 
him with the first few types of credit, though usually at an exorbitant 
]N:ice. The problem in tliis case is to provide him with cheaper 
credit. The provision of lon^-terin credit, however, is a very difficult 
question to which we shall invsently return. 

347. Poesible rednetionH of expenditure. — Vfc have already made 
it plain that the |K‘asiiiit's staiulaiil of comfort is miserably low. It is 
wholly irn|M)ssihle to siiirffest, thercfort^ that he sliould reduce hia ex- 
|ienditiirc on his own {antioual nmls, of tliose of his family, or of his 
animals. On the <‘ontraiy we sliould prefer to we him use any addi- 
tional iiuximc that he may st'cnrc in any of the manners which we have 
siiKffcstcd in increasing' that cx|N>nditure. The only expenditure which 
we desire to see ix*diiced are his debt charf/cs. Such reduction can bo 
effected in o2e of two ways — 

(11 by Itorrowinf' less, esjan-ially for nnprcxluci ivc ex[ieiiditure; 

(2) by iHirniwiiif; at lower rales. 

At the present moment it is no vxH^';;erHtioii to say that the peasant 
Ikmtows for any pur|H)ae, as much as he wants, whenever he wants, at 
any price, and whether he can afford to iHirmw or not ; and nnthinf; will 
stop him but a t'^ncral refusal on the |>art of all available iiioncylenders 
to lend. He has no idea of oqiiatin;' his ex|>enditure to his income, 
and an extension of his credit will iiicndy tcm|)t him to exteml his debt.(*) 
It is equally useleas to n^strict his credit by such a device as the liiindel- 
khand Ijand Alienation .\ct; for if one source of credit is closed to him 
he will find another, and hia second creditor may Ixs less desirable than 
his first. Such measures w'ould amount to treating the sympbaii instead 
of the disease. The only cure possible is education: by wbicli we mean 
not merely literacy but the development of his mental powers, of his 
native shrewdness, and of liLs kiiowledfre, es|ie(.‘in1ly in such matters as 
affect his ow'n well-beinjr, — in a word, his worldly wisdom. 

f*) It in /or lliiti that we arr tui aversr tr# I'ranl-ini; **Vfn io the orifijpancr 

/fBtnt an onrcfit rifted riulif fif (ranflfer; for RiK*h rijplit will rnrnly inrmuin irredit 

•no tamiit him to incur freah debt. Aa one witnena putH it •'The ftftMijtenfv 

naa begun to decay, but it ia iindetiirablc to exiiedite tlie Cili^equica hv ni&kinir it *aa'or 
for him to barter away hh life blood/* 
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848. The edmative value uf co-operatwn. — We are convinced that 
Ruch ediicutiuu can only lie [irovided by the co-operative inoveiiient. At 
{ireMent it ia looked ii|xiii in the country ratliev bh a school of busiiiesa 
than aa a Hchool of diHcipline, as an agency for providing cheap credit 
rather tlian aa an agency for teaching ita economic uac. We ludd atrongly 
that for the future the co-operative MK’iety miiat change ita tactics. It 
inuat addrcHH itself to meeting the gen<‘rul neetls, and not merely the 
credit iieeda, of ita iiiemliejH; the HU[iply uf aelected aecda, uf improved 
inipleiiienta, of better plough biillockH, the marketing uf crops, the pro- 
bleiiiH of illiteriMiy, sanitatioii, human and cattle diKease, the preA'ention 
of waate and exlravugance, — ^in fact every furni of ai'tivity which wilt 
make for the impruveiiient of the iieaaant's tut ahould come within ita 
scope. It will, of cuiirHe, continue to supply cheap credit, but rather aa 
a means to an end than an end in itself. 

841). In oiierations swdi as these, (iovernment can only play a 
secondary fiart. It can advist* and assist them; it can neither direct 
them nor carry them out' In a iieasant movement, ns the (‘o-operative 
movement essentially is. the leaders iiinst come from the {leople. prefer- 
ably fniin the |Muisants themselves. W’e can only commend the eo-opera- 
tive nioveinent to lhos»; wlm are interested in social reform. 

850. liomj-tvrm rrnlH and Hit- land mortyaijv bank . — Of all the 
prohleius lH‘fore us those wliieh relate to long-term credit aiv the most 
important and the most diibcitlt — iiniHirtant because such credit is at 
proseiil shamefully wasted on unproductive puqxiseH to the detriment uf 
ugricnltiire; difficult because nothing less tliun some orgunissitiuii capable 
of controlling the supply uf such credit can put an end to the present 
misuse of it. 'We make no axiology tlierefure for dealing with this Bub> 
ject u( some length. Our task is to link the agriculturist to the organised 
saving system of the country, to make him independent of private agency 
and to give as niiich mobility as jiiossible to his imniuvahle assets. Ac- 
cording to the Be|iort on agricultural credit publislied by the Britislr 
Ministry of Agriculture and Fislieries in 19*27, the pitiblem may be de> 
fined as the finding of “an adequate agricultural substitute for the indus- 
trial joint-stock method of obtaining capital"; or, in the words of the 
preamble of the Federal Form Loan Act of tlie United States, — "to 
provide capital for agricultural development and to create a standard form 
of iiivespiieut based on farm mortgage." 

351. The land mortgage bank seems to offer a suitable solution. 
It 'specialises in long-perioil borrowing and lending. The principal object 
of such a hank is to grant first mortgages on agricultural land and to raise, 
money for this purpose by the issue of bonds to the pnhlie. secured npon 
these mortgages. Repayment of mor^ges is distributed over a number 
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of years; the anniiiil iiistaliiieiit or annuity is sliyrhtly in excess of the 
inteiest charge. Tiiere are many cu|>itu)istM, large and anmll, who 
seas funds for wliich they have no use either iiimiediately or in the near 
future, and who would welcome the upfMtrtuuity of investing in a security 
so suitable as debentures. The Indian prefers visible forms of invest* 
nient and wealth, and debentures bused on hind should apixtal to him. 

352. Our questionnaire (Hintains a brief note on land mortgage 
banks. One of our members in a note has descrilxMl in detail the eonsti* 
tiition of land inortgiige hanks in other countries and the nature of State 
recognition and assistance which is granted to theni.(*l We here quote 
two passage-K from the hnul re|K>rt of the Uritisli Agriciiltnrul Tribunal of 
Investigation, dated 11)24, wliich deals with the hantUchajirn (land 
mortgage banks of Oennany) and the Federal Farm laain systimi of 
.^mericn. 

“The fiiiidumental idea is the issue by the Tiandschuften of land 
bonds based on the estates inortgagi'd in its favour. Itiit the Isiiids are 
not issued on the security of sjiecitic pnqierties; the guarantees behind 
(hem is th«* collective gimrautee of (he memhci's. 'J’he Inirmwer is |iaid 
at |.Kir value in bonds which lie may reslisi' in the market or through the 
iigeiicv of hanks iiltiu'hed to the siH;ieties. The loan is usually up to 
two-thirds H the value of Hut property. He has the right to repay by 
an imnniiy. or hv siHH’ial instalments at any time. He can cancel his 
l(Hiii by purr'hwing and tendering Isuids. On the other hand, 
the holder of the bonds cannot at any time deniaiid repay- 
ment. but can realise in the market. Monds are called in neifirding to 
the progress of repayment and the amiiniilation nf fiiiids from tha 
annuities.’’ 

“The Federal Farm Tjoan .Xct of the I'liiicd States passed in 191(1 
is a variant of the prineiple of the Ijandsehaft . fjoniis are made to farm- 
ers by twelve Federal Land Hanks, each ofierating in a separate district, 
with a capital of not less than $I<K),(KK). The fJoveriiinent will, if neces- 
sary. make up the siibsei-iptirm to this amount, but it is ex|)ected that 
its contribution w'ill in time lie returned. The borrower iiiiisl join a 
Farm Txiau Association, subscribing .5 |M>r cent., of the lean he requires, 
and having a liability up to that anioiiut. This amount is siihscrilied hy 
the association to the stock of the loan bank, from which therefore 
the profits circulate down to the associations and through ttiem to the 
Hiibscribing fanners. Each association guarantees its own mortgages, 
and each Federal land bank guarantees the bonds and entipoiis of the 
utiiers. Tliere is thus a very broad luisis of insurance. Tl e most notable 


(*) Erid«iic«, Tol. II, p|,. 70 — SI. 
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feature of the American administration is that the bonds of the Federal 
loan banks are sold to the public free of all taxation.” 

These land mort{!age banks can obviously assist only those who have 
land to mortgage. Thqt cannot lend to tenants unless their tenancy 
rights are made transferable. In a firevious chapter we have laid stress 
on the danger of granting frt'e transferability to a tenant. We once more 
insist that, though some measure of transferability is essential if the 
tenant is to shaie in the benefits which will result from a land mortgage 
bank, yet it should bo restricted solely to transfers in favour of the bank 
itself, and only for a single object, namely the redemption of existing 
long-term debt. 

35H. Homo witnesses hold very strongly the view that conditions ill 
tliis country ore not favourable to the introduction of liuid mortgage 
banks. The agrii-ultiirist, and esjKHMally the landlord, is a bad payer. 
The bunks will eeriainly l)e faced with large arrears leading to many 
fpreclosiiivs, with the result that the hank itself may find itself saddled 
with the inanugement of the ownership of large ureas of land. This 
view is entitled to ivsiietd. Nevertheless, we um inclined to believe 
tliat a land mortgage hunk, if its inaiuigcment lie sound, w'oiild prove of 
coal help to the landlord overburdened by long-term debt. .\t the 
bcgiiinnig of the Isink’s career it would, of coiii'sp he lu^'essary to acetept 
the applications only of debtors whose |>ast histoiy warrants a belief 
that they will not abuse their credit or allow instahuents to fall into 
Arrears. No hank cun be expected to help a debtor who will not help 
himself or, through ignoranri* or imprudence, is deteniiincd to work his 
own ruin. Hut there is no ivason why an atteinfrt should not be made 
to assist those who have been engulfed in a morass of debt through the 
Ains of their forcfatiiers or their own youthful follies, but are now 
anxious to save themselves; or to help those who desire lo iniprt)ve their 
property. In short, a land mortgage hank, if it is (o be successful, must 
at first move very slowly and very carefully. But tliere is no ground for 
the pessimism which would prevent its mining into existence at all. 

854. Should the hank lie constituted on a co-operative or a joint- 
istock basis? We regard the former alternative as impracUcable, for 
cnost of the Iwiik's enstomers will bp zamintlars, who will not easily 
he persuaded to group themselves in co-operative societies. The second 
Alternative is iindesirahle. A joint-stock hank will look chiefly, if not 
entirely, to its profits and the interests of its shareholders and ignore 
those of its debtors. The solution we consider to be in a compromise- 
■between the two. The bank’s share capital should he o))en to the pnblic 
for subscription; hut apy (lerson. whether an individual or a society-. 
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who desires to borrow from the bank must first acquire an interest in 
it by a purchase of its sliares. At first , the bank would require a iMgB 
measure of outside help, in the shape both of money and enlightened 
management, and botli would l.>e provided by the sliareholders of 
the ordinary kiml : later, when tlie hormw'ing shareholders have ac- 
quired the necessary knowledge, the whole administration could l>e 
handed over to them, w'heii the management of tlie hank, if not the 
bank itself, will conform to co>o))erative ideals. 

We consider that a bank of this kind will I)e8t suit the siiecial needs 
of the province. Of the details of its (Constitution we need say no more 
here, since they are fully stated and diHcussc'd in an iipficndix to this 
chapter. Thongh the average landlord will not readily l>ecoiiie a member 
of a oo-oiterative credit society, it is |K>ssihle that landlords may in the 
coui'se of time combine to form a land mortgage nssocnation,' or baud' 
over the control of land inurtgago transactions to an existing association 
of zaminilars, such as the T^ritish Indian .Association in Oiidh, nr the 
Agra /ariiindars* .Association in the other province. Fliich associations 
could never Im‘ n sntisfiictory siihstifiile for a hank, for though they might 
conceivably he allowed to raise a loan or accept deposits from tlie public, 
they could not do so at rates as low as the bank (viiild (‘omniand, whilst 
it Would he^iijipu.Hsih|(‘ to all<*w a imiiiiIii'I' of siieli aKS(M.'iatioiiH to issue 
f>a(‘h its owii delieiitures. So long, however, ns they ore tinciiary to the 
hank, and content to act only on its advice and with its assistance, 
theiv can be no object i'>n to their (ceation. 

355. A land mortgage iiihlitiitioii may take one of many f<nmis. 
There are some who advocate an iiide|H*iident bank for eviYy district 
or lahsil or even fur an area os siiiall as a village; which bank, according 
to some should be constituted on a co-oiierative basis, according to others 
on a joint-stock basis. We are strongly opiaised to such a multiplicity of 
banks. No bank of this desuri|ilioii coiihl possibly afford to pay for effi- 
(dent management or jiossess the sjiecial knowledge required for long- 
term credit ojieratioiis. Tt (xinid rarely secure sufficient capital in its 
own area; it could seldom, if ever, inspire sufficient confidenrw* to secure- 
cheap credit in other areas. A multiplicity of bonks would in(*an a multi- 
plicity of debentures, which would not all be equally popular, and conse- 
quently would not all be equally marketable. Such hanks, again, would 
be specially subject to the temptation of ignoring sound principles at 
land valuation. And, finally, the failure of any one of these banks would; 
react disastrously on others. 

Others advfxsate the creation of a single institution in a single centre, 
nut operating all over the province. Such a hank doubtless could secure- 
all the financial support that it required whether in the sliafie of share 
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capital, debentures, or deixwits. But its utility would be small because 
it |rould lack the local knowled{(e which is necessary to enable it to deal 
with particular applications. Buch a bank, rnureuver, would probably 
ignore the interests of the smaller landk)rd8 and devote itself almost 
exclusively to satit^yi^g the needs of the bigger men. 

856. The solution seems to lie in the creation of a provincial land 
mortgage bank with a limited number of branches in important places, 
each ojierating in a sejiarate area, and agencies subordinate to each 
branch, whorevor need for an agency exists. The agent would be any 
existing bank, whether joint'stock or co-ojMirative, or even a primary 
eo^l)eraiive credit scx'iety. Each individual land-owner could then 
approach the bank through its nearest agent. A small farmer or tenant, 
i£- he were a iiicmlier of the co-oiM!rative credit society, could approach 
it through that society. .\s the work of the bank increases iiioie 
brandies would naturally be opened. In making these proposals we 
are but suggesting an adaptation of the methods of the English land 
mortgage hank which works through the agency of other banks. 
Obviously a iinilury organisation of this kind would l>e lietter able than 
any other to bring alxiut iiniforin (inictices and uniform standards of 
valuation. 

367. The tuqavi sytsUm. — (a) The Agriculturists' Loans Act. — We 
have received numerous romplaints of the working of the taqavi system. 
The suggestions which we have received for its improvement are almost 
.as iiuiiieroUH, but many are wholly inipracticahle. We here state 
briefly our own recommendations. 

Tlie flrst and iniist im|.iortant question which vte have to consider 
is whether the operation of the Agriculturists’ Loans Act should car should 
not be confined to tx^casions of distress. Tliis incidentally is a point on 
which very few witnesses have offered an opinion. Our own opinion 
agrees with that of the Royal .\griciiltural Oomniissioii. It is aigued 
that in normal times “the system of government loans is inimical to 
the growth of a healthy spirit of self-help .... that it runs counter 
to the teaching of co-operation and that it leads to demoralization inas- 
much as a beneficent government is expected to and does remit the 
loan sliould severe distress continue; and this a co-oiwrative society cannot 
afford to do. It is further pointed out that government can never find 
the whole sum required to finance normal agricnltural operations, and 
that therefore their attempt to find a part of it merely leads to anomalies.*' 
These arguments contain all the material required for , their own refuta- 
tion. Oovemmeiit loans are inimical to the growtli (ff a bealtliy qfiirit . 
et self-help. But what is to happen during the period before that 
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•|iirit has acquired its full gnnrth? tiovcrnmeiU loans again run counter 
to tlie teaching of co-operation. Hut so far co-operation in this prov- 
ince has taught the agriculturist little or nothing. Govermnent loans 
agiun lead to anomalies. Hut an anomalous system of credit is better 
than none. Government loans will no doubt be gradually displaced by 
co-operative credit ; but we agree with the Itoyal Agricultural Commission 
that “until tlie co-operative movement haa reached a much more ad- 
vanced stage of development, the system of government loans must 
continue” in normal times as well os in calamities. 

858. Our rei*onimendatiuns for removal of the defects oliscrved in 
the administration of the Act can be briefly stated. 

(a) In times of distress the fireliiiiinary enquiry regarding the need 
for relief and the amount of it should not be delayed till calamity ia> 
imminent; luit should be made as soon as it is in sight. Those enquiries 
should l)e conducted by resjinuHthle oflicers (assistant colloctors or * 
tahsildnrs); hut in making them, they should look as far as (xissible 
for advice to the landlords and elders of the village concerned and not 
to the patwari. Even in times of distress the amount allotted is usually 
small compared w’ith the total iimls of the province. On the other 
hand, no govcninietit, even in a time of distress, (ran l>e expected to 
provide all ^e agricultural credit that is likely to be required. At 
present there is a tendency to grant small sums to as many individuals 
08 ixwsihle, — which sums are generally too small to serve the. ostensible 
purpose for which they are given, wito the result that they are devoted 
to other purposes. We suggest for the consideration of Government that 
it will in the long run confer a greater benefit on the people as a whole 
if it restricts the number of recipients, but gives to each the full amount 
that he reqnires. The recipients selected sliould, of course, be those 
whose need is greatest. 

(51 At present, alike in normal times and in limes of distress, the 
distribution of taqavi is often delayed . till the time for its profitable 
spending has passed. This again leads to misuse of the money ^vanced. 
There should be no particular difficulty in avoiding such delay. 

(c) The corrnpt practices that exist in connexion with the distri- 
bution of taqavi can only be avoided if thot distribution is carried out 
through co-operative societies where tliey exist, through village panrha- 
yatv or, in their absence, through the landlords. In the first case, of 
-oonrse. the distribution should not be restricted merely to the members 
tit the co-operative society. If it becomes necessary to select recipients 
then the landlord should invariably be consulted. It is possible ^t 
the supervisor qanungo could give sdetpiate assistanoe. for an official tit . 
his statns will generally be above suspicion. But it is^not, in our ofunimi. 
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fair either to the borrower or to the patwari hiniHelf to put t^ptation 
ill the latter's way. 

(d) On the subject of tlie recovery of {juvernuient loans, the Koyal 
Agricultural Cknnmission writes as followsC) : — “The rigidity of recovery 
is sometimes the subject of complaints, but it is not in the real interest 
of the cultivator that he should be permitted to delay the repayment 
beyond the harvest of a loan taken for seed, fodder or fertilisers.” In 
theory, they are no doubt correct and in practice too so far as taqavi 
granted in normal times is concerned. But we find ourselves unable 
to agree with them in respect of taqavi granted during times of distress. 
At such a time, short-term debt of the kind required must necessarily 
accumulate and when the date for ivimyrnent (*uines with the harvest 
the tenant has to finance out of a single crop the short-term debt relating 
to two or mure crops; and tlic first good crop after a series of bad ones 
-is xarely good enough to stand the strain. The result is that a tenant 
who has taken u taqavi loan must more often than not lairrow to repay 
it, or in the alternative must borrow to re}>ay his other sliort-tenu debt. 
We suggest, therefore, that the ret'overy of taqavi advanced in times of 
distress should invariably be effected not in one instalment but in two, 
the second of which should be a full year after the first. 

Mutatifi muiandia, we have the some recommendation to make in 
res|)ect ol loans for the purchase of cattle or other intermediate debt. 

959. (6) The Land Imjmivement Loans Act. — We have rec.eived 

few complaints regarding the management of the Land Impn>vement 
Loans Act and have few recommendations to moke. The principal 
complaint seems to be that the possibility of taking taqavi tar effecting 
land improvements is not sufficiently well-known. That is a matter which 
can easily lie remedied. If, however, u land mortgage bank is instituted, 
the probability is that loans for land impmvenients will no longer be 
required at all, situ’e the bank will provide all the long-term credit that 
is required. 

(*) Agricultnnl Oommuaioa'a Report, page 480. 
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APPENDIX. 

Scheme for a Provincial Land Mortgage Bank. 

1. Object. — ^The object of the bank should be to provide long* 
term credit on tlie mortage of agricultural property at a reostmably 
moderate rate of interest, and to achieve this end it should take long-term 
deposits, loans and introduce a marketable form of investPient on the 
security of mortgages in its favour. 

2. Organisation. — ^I'he bunk should have its licad offii'e at- an im- 
portant place, e.g., Tiucknow or Cuwniiure and work through a net- 
work of branches, agencies, suh-ugencies, correspondents tind land 
associations, so that it sliould be easy for anyone who stands in need of 
long-term finance to make use of the facilities which it provides. 

3. Capital . — The bunk should have a capital of Us. 25 lakhs. 
Ca^tal jvuvides initial resources, and us such is preferable to any 
guarantee, which is uicrcly |iotetitial security and less tangible. 
The capital should be divided in 25 ,000 shares of Us. 100 each, 
knou’n as “A” shares. These shares should be offered to the 
public, bunks, co-oiK*rative soedeties, etc. Special efforts should be 
made to induce hanks, the Uritish Indian Association and similar bodies 
to lend their supisirt and give the laniefit of their knowledge and 
ex{jei'ionue. The sliures sliould lie payable ns follows : — 25 jier cent, 
with the upidiciition, 25 )a>r cent, on allotment and the balance in twi> 
calls as and when required. So tliat the agricultural classes may take an 
active and intelligent interest in the affuirH of the bunk, each bor- 
rower, whether an individual or land ussociution, should contribute 5 
per cent, of his loan to form additional capital. These contributions 
should be designated as "B” shares. 

4. Rights of shareholders and directors . — As “A” shares are 
contributed with the object of helping the movement by people who will 
have no direct benefit save a ivstricted dividend, and the bank 
will work solely in the interests of “B" shareholders, 
shareholders should have some preference over “B” shareholders in 
the matter of aiqwintment of directors, declaration of dividend, decision 
on important matters and in case of liquidation. Both should have the 
right to attend annual meetings and participate in the discussions. 
Besides appointing two directors, as referred to hereafter, the "B’* 
shareholders should elect an advisory (romniittee of six from among 
themselves whoso main purpose would be to look after the interests of 
thw dass and confer with the directors at least once in three months 
to {dace before them their views. Tliis arrangement will have great 
educative value. 


lb 
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There diould be not more than twelve directore appoii^ed aa fol- 
lows: — (d two to be elected by the general body holders ci "A” 
diares, each such director to possess diares worth at least Bs. 6,000, 
(fj) one to be nominated by the Provincial Co-operative Bank provided 
it has contributed a prescribed amount of capital, (ttt) one to be appointed 
\xj the commercial banks working in the province, each bank to have 
one vote (only those banks should be entitled to vote who possess a 
minimum capital of Bs. 10,000 in the bank), (iv) one to be nominated by 
the Beserve Bank which should further contribute Bs. one lakh towards 
capital, (e) one to be nominated by the I^rovincial Legislative Council, 
(vO two to be nominated by the Governor in Council, one of whom diould 
be a non-official, (vii) some government officer who is in touch with land 
problems and the financial requirements of agriculture, (cut) one to 
be nominated by the Land Credit Board referred to hereafter, (ta;) two 
to be elected by the holders of "B” shares. 

5. Methods of obtaining icorking oapUal . — ^Besides the initial share 
capital the bank should raise funds by deposits for not less than five 
years, and by the issue of savings certificates and debentures and loans. 
Although some witnesses have said that the bank should be allowed to 
accept current savings and sliort-period deposits, we think it will lie 
dangerous to associate short and long-term business. Not only is the 
experience of other countries against this arrangement, but the peculiar 
conditions present in the province indicate the need for a cautious 
liolicy. 

Debentures should be secured by mortgages and other acceptable 
assets of the bank and should always be covered. In the interests of 
the debenture-holders, the security diould be assigned to a special 
government officer, designated in this behalf, wlio should have power 
to look into the accounts and satisfy himself regarding the value of 
the security. In fact it should be necessary to obtain his per- 
mission before floating any debentures. To facilitate flotation, under- 
writing may be arranged either direct or through the Land Credit 
Board. To supplement its capital the bank may take loans from banks. 
Government and local and foreign markets. The total of liabilities under 
deposits should not be more than ten times the amount of capital and 
reserve. 

6. Loans . — The bank should advance for any of the following 
putpoaeB:— 

(a) Purchase of land. 

(b) Beclamation and improvement of land, induding bmlding 

houses, sinking of wells, etc. 
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<«) Equipment of mac hin ery and plant and construction of worke 
like irrigation channels, bridges, etc., ^ith a view to increas- 
ing productimi. 

(d) Bepayment of {nevious debt. 

It is not possible to lay down the proportion which should be 
observed between the advances made for the above objects; this should 
be left to the discretion of the management and the Land Credit Board. 

No loan should be made unless it is secured by au adequate mort- 
gage. DifiBkmlty will arise in the cose of tenants. Tlifs question has 
been discussed in chapter '\’T[. If the Tenancy law is nmeiuled so as to 
make occupancy rights transferable in favour of the land bank, by way of 
farther security at least 10 per cent, of the tenant’s other assets sliuuld be 
assigned in favour of the land bank. The Government should also 
examine in this connexion, in consultation with actuaries, whether it 
would be possible, without considerably increasing the cost, to devise 
some sort of credit-eum-life insurance on the life of the borowing tenant, 
so that if there is any outstanding on his death it could be liquidated by 
the insurance agency and his posterity start with a clean slate. 

The amount of loan should not be more than 50 per cent, of the 
value of the land, or ten times the average annual net yield, based on the 
figures of the preceding five years, whichever is less. Similarly in the 
ease of tenants the credit sliould not exceed 40 per cent, of the value of 
his rights or the gross value of the average annual produce, whichever is 
less. It should be left to the management to ascertain in each case the 
basis of value; but as a general rule the average of the amounts deter- 
mined as under, after making due allowance for possible variations in the 
future, should be a fair criterion : (at value based on the average net 
yield during the last five years at a valuation of 16J years’ luirohase; (6) 
the average value of land sales in the locality after taking iiito coiisidera- 
tion special features, such us the proximity of a market and railway 
station, and the nature of crops grmvn; (r) (ooliable market value u 
determined from local enquiries. 

The ma xi mu m period of loan should not bo more than forty years in 
the case of land-owners and twenty in the cose of tenants. The former 
Bhonld, however, be permitted to repay after um years and the latter after 
five. There should be nothing to prevent even an earlier adjustment in 
uaae oi sale or other special cucumstances; but the borrower should in 
that Mae pay such compensation, tq meet loss in interest due to disturb- 
uice in the bank’s schedule of contracted receipts and payments, as 
may be determined in each individual case. 

The repaynmnt should be by equated annual or semi-anniial instal- 
sumits unleas it is mutually agreed otherwise. 
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7. Special legal privileges . — ^Apart from suggestions already made 
in connexion with otvuiKinuy rights and mortgage of agricultural assets^ 
the bank shoodl enjoy the following special legal privileges. — (a) Its 
debentures should rsank as trustee sec'iirities. (b) The debentures should 
at first be free from iiu'oine-tax, the privilege Iwing withdrawn later 
.when tlie public is used to this form of investment, (c) Tlie regis- 
tration authorities should issue certificate of encumhi*ances without any 
charge or at a nomiiiul cost, (d) The bank should have power to 
foreclose, take iXMsessioii, maiuigc, or sell the pro[ierty without going 
to court. And in case of resistance by the mortgagor to apply to the 
nearest <!oinpetent court for assistance. The accounts of the liank, 
both as rogards debt and nianageinent of pro[)ei1y, sliould be sufticient 
for the j>iiri>ost* »it evidence. (/) The bank should be indemnified in 
respect of all acts dune hoiia fide. 

8. Govertiment aid. — The Government should assume the follow- 
ing financial obligations, which are but a vuriation of the form 
of the res{x>n8ibiiity which they have alroa.ly rcr-oguised and 
accepted in the shaiic of tljc “Land lui]>i‘oveim'iit Jjonns Act.” 
Their piirjiose and the object of the Act will be luucli better served if the 
aid is supplied through the machinery of the land bank and in the 
form herein outlined, (of .Any share capital or deheutiu'es which is not 
taken up hy the public W'itliin two months should l>e taken ii[i by the 
Govorninont with jaiwer to re-sell, but not below par. (b) If necessary 
the Government should lend its name to the bank when floating large 
loans at arranging nnderwriting. (c) The bonds of the bank sliould be 
accepted as security for govcninieut contracts; and courts and 
other bodies \vhu*h have a large ainonnt of public funds at tl>eir 
disjxisal should Imi to invest them in the delieiituroN. (d To inspire 
confidence in the liuiids the (ioveriirneiit should guarantee in the 
initial stages both the principal and interest. Such a guarantee 
would generally be merely nominal and never called into effect, but the 
Oovwnment should be free to examine their position in this respect from 
time to time. 

To enable the GoveruAient to safeguard their interests, it has already 
been suggested that they should have representation on the directorate 
sufficient to secure effective control. Further, the appointment of tlie 
manager of the bank should be subject to the approval of Government. 
Lastly, the Government sliould examine the affairs of the bank periodi- 
eally, or, if considenfil sufficient, the examination may be conducted by 
the aame offney which has been recommended in the case of commercial 
bwikk. 



( 233 ) 

9. Profits, iliridends and rctcrcc fund . — The bank should l>c subject 
to all charges and taxes excepting those already mentioned. The profits 
of the bank should be distributed ns under and in the following order 
(s) Twenty per cent, to reserve until it equals paid-up capital. (6) 
From the balance six per cent, sliouhl be paid as cuuuilative dividend 
(m “A" shares and thereafter five per cent, noii-cuiuulative dividend 
on "B” shares, (c) The remainder should be split up in two equal 
parts, one part to go to the Government and the otlier to be divided 
amongst “A” and “B” shareholders in sudi a manner that the per- 
centage of additional profit on “A” is twice that on Since it 

has b^n I'ecanimendcd that Government slionld assume financial obliga- 
tions and forego a certain amount of revenue, it is but fair to allow them 
to particiimte in surplus ])rofiis. The differentiation in the distribution 
of profit to and "B” sliares is snggestcti not only to offer an 

attractive inducement to people who will not derive any benefit 
from the credit rcHoiirccs of the bank, hut Im>cuiisc their money remains 
longer in o|tcrution and plays a greater part in the building up of ix'Hcrves 
and the earning of profit. There should lii>wcvcr be maxiininn limits 
on the total dividend. We suggest A per cent, in the case of “A** 
and 0 ][)cr cent, in the case of “B". The surplus if any should be taken 
to resene. 

But no mvideiul should be dcclart'd if (a) the bank's obligations 
to the dcbentun*-holdcrs retnuin unfulfilled or any amount is due to the 
Government in respect of their payment towards guarantee; (b) the 
value of proijcilics which the hank is eoni[H''lled to purchase or which 
the bank has taken under its own nuinageiuent on default exceeds the 
amount of its paid-up capital and reserve. 

8. Land Credit Board . — The functions of this body should be to co- 
ordinate the lU'tivities of all the provincial kind iiiortgiige hanks, guide 
and supervise thorn, and assist them in the flotation of bonds. Tf the 
board thinks it necessary, it may pool the resouires of all the land 
banks and arrange issue of bonds on their colleidive strength. It would 
issue instructions to the mortgage banks from time to time on all matters 
oS procedure, interest rate and policy. It would take up all the duties 
which the Federal Farm Loan Board performa in America. The ex- 
penses of the board should be borne by the land banks, provincial 
Oovemments and the Government of India on some equitable basis. 
Its composition should be : — (a) a nominee of the Oovernor-Gene^ in 
Council; (b) a nominee of the Central Legislature; (c) a nominee of the 
provincial Oovemments, each to have one vote; (d) a nominee of 
tte provincial land banks, each having one vote; (a) a nominee 
of those commercial banks who have contributed at least Ba. 26,000 
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towards the capital of land banks, each soldi bank to have one vote 
and the nominee to be approved by the reserve bank, when that comes 
into existence; (/) a secretary or member of the Government of India 
experienced in land, agricnltaral and financial matters. The board 
should have a permanent secretary whose appointment should be subject 
to the approval of the Gtovemor-General in Council. It dioold hold its 
meetings at least once in three months. 

9. Be-examination of eonstituiion and liquidation . — ^The constitu* 
tion of the bank should be re-examined at the end of twenty years. If 
it is found tliat sufficient capital has been built up in the shape of “B” 
shares, that their holders have gathered adequate knowledge and ex- 
perience of the working of land banks and that it is advisable to repay the 
capital in respect of “A.” shares on account of over-capitalization or any 
other cause, this should be done; but such shareholders sliould receive 
in addition to the par value of their shares half the ainoiint of the 
reserve in existence at the time. 

Ill the case of liquidation, “A” shares should have preference over 
"B.” If after the payment of “A” and “B** shares there is any sur- 
plus, it slioiild be divided in four parts, two to go to the holders of "A” 
shares and one each to the Government and the holders of “B" shares. 
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PART III. 

THE PRESENT SITUATION IK RESPECT OF SMALL 

SCALE INDUSTRIES. 

CHAFTEB IX. 

OROANISAIION AHD FINAMOB of BlfAlXi BUBAL 1NDDBTRIB8. 

860. AlteniaLion of work and inactivity m agriculture . — ^Af^iculture 
in the United ProFinces means neither the mixed farming practised 
in Western Europe nor the continuous farming familiar in certain well- 
watered areas in Bengal. The agricultural time-table of this province 
is governed by the distribution of rainfall, and the separation of work 
in the fields into two distinct sets of operations, rabi and kharif. Thus for 
the agriculturist there are short spells of very strenuous work followed 
by fieriods of comparative inactivity. Two or more rabi ploughings, 
the harvest iiUg of kharif crops, occasional weeding and gathering of 
fodder os well as rabt sowings occupy the peasant from the middle of 
August to the middle of November. Two or three waterings of the 
rabi, weeding and the manufacture of gur occupy him in winter. Frim 
the first week of February till the beginning of the rains work is mainly 
confined to ifhe harvesting of rabt and its final disposal. Kharif ia 
not sown until the rains have begun, which start a fresh cycle of the 
cultivator’s activities. 

361. Number of working and idle days. — Generally speaking, a cul- 
tivator may be said to do normal work from the end of August to the 
middle of April, i.e., for nearly 7^ months every year. But even in 
this working period the month of Febniary, when the crops are well 
grown and require neither watering nor weeding, is a time of partial 
idleness, cxcei»t in the sugarcane tracts. After the harvesting of the 
rabi the real slack season logins, i.e., from the middle of April to the 
middle of June. Inactivity is greatest in May and early Juno. As a 
result of an intensive survey in Unao district it has been calculated 
that a peasant with a holding of three or four acres remains idle for 
at least 190 days, when there is no work for him cither at home or 
outside. For the province as a whole we may estimate that the peasant 
is occupied, outside the more intensively cultivated areas, for not more 
than 200 days. This agrees with Mr. Darling’s estimate of 200 woric- 
ing days for the Punjab peasant. 

In those parts of the province where there is a deficient^ of irrigBi- 
tion the cultivator must remain idle for yet longer periods which may 
extend to the whole of the agricultural season in years of defidont 

e 
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and irregular rainfall. Again, agricultural empl(^ment is more con- 
tinuous in the well-irrigated ^stricts than in the canal-irrigated lands 
or in the tarai. 

862. Under-employment in email holdings. — ^Fuitlier, if a holding 
is very small, (and the majority of holdings in the fertile and congested 
areas of the United Provinces ore small), a cultivator’s family is not 
fully employed, even in the busy season. In the slack season they can 
barely find employment in the field for one or two hours a day. 

303. Common subsidiary employments . — ^As we have diown else- 
wliere the number of peasants who follow subsidiary occupations is larger 
tlian is commonly supposed. With these he fills up his spare time and 
supplements tlie inadequate income which he derives from agriculture. 
For instance, in those areas of the province whore a cultivator ordinarily 
possesses milch cattle and buffaloes, such as the Doab, the cultivator has 
less sjHiirc time than elsewhere, for his dairy work. Bonie cultivators work 
as labourers, others cut grass and fuel for the nearest town, others drive 
bullock carts or ponies and are j)etty traders; yet others make ropes, weave 
mats and baskets. Gur-moking, cotton ginning and tobacco -manu- 
facture are also important occupations sulnsidiary to cultiv’ation in areas 
Vrhich grow those crops. Hand stnnning and weaving are also common 
pursuits. The village weaver in many areas still uses cotton grown at 
home and spiin by tho ixrasant women. Crude tanning and the 
making of shoes, leather straps and water bags are the secondary occu- 
pation of the Chumars; the potters make earthen vessels and the car- 
penters and smiths make and repair agricultural implements, bullock 
carts, etc. 

364. Fishing and agriculture. — ^Fishing, together with boating, is 
the traditional occiiimtion of certain riverain tribes, the Kahar, the 
Kewat and the Mallah. It is a seasonal industry, for during the rains 
when the rivers ore in flood and the lakes and jhils are overflowing, 
fishing beemnes impossible; and at this time the fislier castes take to 
agriculture on a small scale. In this case, therefore, agriculture must 
be regarded as a subsidiary occupation to the traditional caste industry. 
The province iKMsesges fish in abundance, not only in its rivers, lakes 
and jhils, but in its numerous artificial tanks and reservoirs: but the 
industry is disorganised, and a large demand for fidi as food remains 
unsatisfied. There is ample scope for stocking on scientific lines; 
but little has been done, except by the Forest deportment, which 
iuw a trout hatchery in the hills, whence it stocks certain streams and 
lakes. 
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'865. The dairy industry . — ^Next to his land, tlie iMawint’s pi'indpai 
ttsset is his cattle : his bullocks plough his fields, his cows provide him 
with a valuable subsidiary income. But his animal liusbandry ia 
crude; and he is handicapped by two serious difficulties, — a shortage 
of pasturage and religious sentiiiieiit. Little grazing land is available 
in most ports of the province: what there is has deteriorated as a 
xesult of many years of excessive use. This has reacted on the health 
and efficiency of the cattle, and indirectly, also of the men who own 
them. Yet agriculture, in India as elsewhere, is oconoinicnlly impossible 
if the fodder of the working animals must be bought; and the farm 
must provide it, either in the shape of fodder crops, oi' of the bye-|wo- 
dnets of other crops, the straw and stalks (princifmlly those of the millets) 
which form' the bulk of the fodder supply. The result is a close int«n*> 
relation between the size of a holding, the class of crops grown, and 
'the number and quality of the cattle employed; and it is thia which 
accounts for the violent contrasts lietween the cattle in difTcrent tracts, 
from the costly and jiowerfnl animals on the large holdings in the 
western districts, where f<Hlder cro|is are freely gmwn, to the miserable 
and half-starved l>easts in the rice tracts of Azamgarh.(’) The siiiall 
farmer has his own w*ay of easing the fodder difficMilty : he stdls his 
■cattle in Apr«f a<> srsm as ho can spare them, and buys new ones iu 
June, thus avoiding the expense of ftn'ding them at the time when 
fodder and grazing is shortest. 

Since fodder and pasturage arc deficient, it is obviously iinetxtuomie 
for the fanner to preserve useless animals. But here religions senti- 
ment intervenes. To kill bulliK'k or cow is n deadly sin; the otthodox, 
we are told, often object to sale, even in the cinrunistances just doscribed, 
because sale is usually to a butcher and leads to the Hlanghtor-house. 
The result is that worn-out animals are preserved, to consume fodder 
that is sadly required for the better cattle. And the numlier such 
is greate.*(t amongst the small cultivators who can afford it least : the 
cattle-breeders niainlain relatively few head of cattle. 

Every cultivator who can possibly afford it, keeps a cow for the 
-sake of her milk ; but with a limited fodder supply, it is difficult to 
rear calves successfully, whilst the milk is deficient in quantity and 
poor in quality. The sire is often that vagrant pest, the Brahmini 
hull. On certain occasions, for instance at the death of the head of a 
family, it is the custom to dedicate a bull as an act of {nety; ond in old 
tftnea these animals were carefully selected and of a good class. But 


(*> C/. Moreland's "Hevstive AdmtnititifUon of fAs United Prorraess,*' pafe 177. 
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in these days the animal dedicated is generally selected fw its wmih* 
lessness; and this ancient rite, which was once a public service, is 
now a curse, which makes improvement of the breed almost impossible. 

Nevertheless, the peasant who possesses a cow has a valuable source 
of income to suf^lement the produce of his fields. He is rarely able to 
sell the milk because its transport generally presents insuperable di£B- 
enlties: but he sells it as ghi, and uses the curds and buttermilk for 
domestic consumption. In some parts of the province, indeed, the 
sale of milk is taboo’d in favour of ghi or butter.(*) 

866. Special industfiee. — Certain tracts have specialised in certain 
special lines. Carpet weaving is an important rural industry in Mirza- 
pur district, in the villages which lie on the ancient pilgrim route to 
Benares, Allahabad and Bindhachal. There are 500 carpet weavers 
in Mirzapur city, whilst in the district there are ten times that number. 
Carpet weaving also exists in several villages in Jaunpur, Allahabad 
and Benares districts. The dealers nsuatly supply yam and dyes to 
the weaver, who gives advances to the journeymen workers. To the 
Hindu weaving is usually subsidiary to agriculture, but the Muham- 
madan car|)et weaver is not a cultivator. Other important occupationa 
are poultry-rearing in Saltaranpur, Muzaffarnagar, Bareilly and Bara 
Banki, cocoon-rearing and tussore weaving in Mirzapur, the collection 
and extraction of honey in the hills, and lac culture and shellac manu- 
facture in Mirzapur and Bundelkliand. In Mirzapur the Khatiks, 
Eanjars and Chamars in the villages of the Ganges valley breed turkeys, — 
a profitable industry. Flower gardening and scent manufacture have- 
flourished in the past in Kauauj, Ghazipur and Jaunpur, but are now 
decaying; oils and itrs are usually obtained from such flowers as bela, 
ehamhcU, roses, keora (screw-pine) and khaskhaa grass, and command 
a large sale in the towns of Bengal and Bihar. In the sandy khadir 
along the Ganges and other rivers, coarse grasses and reeds are found 
in abundance, and rope-making, making of baskets, chairs, etc., from 
grasses or reeds are important subsidiary industries. String (ban) and 
rope are made out of munj grass; the peasant women twist the ban and 
the men make ihe ropes. Tat (sacking) pattia are manufactured out 
of hemp in such widely separated districts as Fartabgarh, Bareilly, 
Fatehpnr and Filibhit; the Filibfait pattia are regarded as the best. 
The Tharu women in the tarai also make fancy todiets out of kans 
grass and wheat straw. Sheep are reared in the submontane tracts 
and in some districts of the north-west; and their blanket weaving ip 
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famous, though it is mostly in the hands of the pastoral castes. Inr 
many districts the Gadariya wmnen spin wool, while their husbanda 
weave during spare hours. The homespuns of Muzaffaruagar, Meerut 
and Ahnora have acquired some distinction. In the Bhotiya region of 
Almora the men spin almost unceasingly, whilst it is generally the women 
who weave. In Jaswantnagar in Etawah the women weave cloth anA 
the men size it; but usually the men weave, and the women spin and size. 

367. Fruit and vegetables. -^The province grows numerous varieties 
of fruit, — apples, pears, plums, cherries, figs, apricots, peaches and 
oranges in the hills, mangoes, inolons, guaxiis, jack fruit, piiieapplea 
and plantains in the plains. Many districts are famous for particular 
fruits. Benares, Lucknow, Bareilly, Famikliabad and Hardoi are noteA, 
for their mangoes, Ijiicknow, Jaunpiir and Shalijahanpur for their 
melons, Bara Banki, (ioraklipiir and the hill districts for their oranges, 
Pilibliit for its pineapples, various western districts for their lichis and 
loquats. As fur vegetables, there is scarcely a village in the province 
which does not preducc enough fur its own ransuiiiption; but market 
gardening on a lai'ge tamale is raraly found except in the vicinity of 
towns. 

36B. Fruit farming and preserving . — Though the province is riclk 
in fruit, yet^ outside the hills, where a few orchards am managed on 
scientific lines, it possesses little or nothing that can lie culled “fruit 
farming.*’ The fruits of the plains arc still grown in ae-curdanco with 
traditional practices: sclcctioti, breeding, storage, packing, the control 
of disease are all of the most primitive kind, and the fruit is more than 
half-wild. Yet its luxuriant yield proves that there is a future for 
scientific fruit farming. If it is ever' to be developed, the Agricultural 
department must give the lead, both by demonstration and j-recfipt, 
and will undoubtedly nerd an exixrrt stalT for the purpose. But fruit 
farming on any large scale is rather a substitute for agriculture than sub- 
sidiary to it, — a major indnsiry, and as such somewhat outside the scope - 
of our inquiries. The preservation of fruit similarly is rather subsi- 
diaiy to fruit farming tlian to agriculture. During the war, the Gov- 
ernment started a jam factory in the hills : it sold it to a private firm 
some years ago, but in their hands it proved a failure. The making 
of jams is a minor industry in the hills : the good quality of these “hill 
jams” is well known. 

SG9. Market gardening . — 'Vegetables are perishable : and the mar- 
ket gardener must either command rapid means of transpent, or 
else live in close proximity to his market. This explains why market’ 
gardening on a oonaiddrable scale is oommem only in the neighbour-- 
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flood of large towns. In one of our survey reports<’) will be found an 
interesting account of a market gardening village near Benares, and 
■close to the railway. The principal caste is the Koiri, famous for its 
vegetable and fruit forming : the average holding is less than 2 acres. 
But they grow little of the staple food crops, and make large profits 
out of fruit, vegetables and flow'ers. Their fruit they sell in places as 
•distant as Lucknow, Patna and even Lahore : their flourers are bought 
by the manufacturers of perfume in'Jannpur and Ghazipur : their 
vegetables go to the llenares market. Some of their estimated profits 
are Its. 17.9 [ter bigha for a lemon orchard, Bs. 80 per bigha for a fiel^ 
•of roses or ])otatues, Bs. CO per bigha for a field of brinjal (egg plant) 
■or of ftdm (tjrcwin asitica). And for wheat tlie profit is Bs. 1*2 per 
bigha. 

There are suinc who see in market gardening a solution of the 
problems of the uneconomic holding. It is, no doubt, true that an 
■acre of vegetables or fruit is worth from five to fifteen times the value 
of an acre of wheat, and that an area whicli cannot snjiport a culti- 
vator of the ordinary staples, w'ill be ample for a Koiri. Nevertheless, 
it is useless to givuv garden c-ro]v< unless they can be marketed; and no 
.great expansion of market ganlening is possible in the rural tracts 
until coniinunications and means of trans|iort between village and town 
have been greatly improved. 

370. Potdtry-farming . — During the last eight or ten years much 
has been done to improve the poultry of the ])rovince; but much more 
. remains t-o 1>e done in the way of propaganda and demonstration in 
the countryside. Tlie TTnited iVovinces Poultry Association and the 
Etah Mission Farm, both of which have received government support, 
have already done much to improve the hived of the country fowls, and 
eggs produced in certain parts of the province are at least ^ ounce 
larger than the eggs found in other provinces. Methods of preserva- 
tion of eggs should also be taught to the peasants. The association, 
which has done excellent work, is in close touch with the countryside, 
and already poiiltiy-farming, where it exists, is a valuable side line for 
■an enterprising peasant. But unfortunately poultry are regarded by 
many of the l^ter castes as unclean. 

S7l. The UHC of power in agHcuHural industriee . — Small sugar and 
•oil presses, rice bulling plants, tanneries, dairies, tobacco and lac factwies 
are quinging up here and there, generally without any assistance from the 
government. The Industries department can assist materially by expw- 
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ment, by expert ad\*ice regarding niachineiy and procesaeH, and by 
diffusing information regarding such matters as marketing and competi-^ 
tion. Modem sugar factories, such as those in Goraklipur, should grad- 
ually supersede tlic primitive implements and processes now in use in this- 
province. The primitive tup 'with which the cultivator now hnak» 
[laddy and the primitive kolhu in which oilseeds are pressed sliould 
both disappear in favour of power : and .a co-u|H>rative ma'icly could 
undertake no venture more useful than the provision of an engine to 
run well-irrigation, sugar factories, rice and oil mills together. 

* 372. Hydro-electric development in the United Provinccit and vil- 

lage induHries. — ^Tlie Cianges Canal hydro-electric M-hi'uie which is now 
nearing completion will supply electricity in 62 towns liaviiig a (lopula- 
lion of 5,000 and over in the districts of Sroradabod, llijnor, Baharanpur, 
Muzaffaraagar, Meerut, llulandshahr, and Aligarh. Kight towns, 
Roorkee, Saharanpur, Hardwar, Meerut. Moradubod, (ihaxiabad and 
Hapur are already electrified; the rest will be electrified by the end of 
September, 1930. 

In odditioi* to the supply of {mwer for domestic purposes provision 
hits been made for a cliciip supply of (low'er for agricultural and 
industrial piir{H)M‘s. This is likely to stimulate existing indiisirics, W'hich 
at present anA being worked with costly oil engines, and also enable new 
industries to be started. Applications for power have already been 
received from seven existing factories; others will follow suit. 
Industrial power is la'iiig retailed at the very cheap rate of one 
anna per unit, and landlords and tenants are taking advantage of it 
cs{)ecia11y ff>r pumping water from oixiu and tube wells. Hundreds 
of applicutiiULs have already been received; and it is proposed to give 
low tension current ut the gentre of any grouj) of at least six wells, 
from which distribution lines will he taken to the iiidividiiul wells. 
’VlHien the cultivators are tof> {loor to purr.‘hnHe pump sets, it is pn>])osed' 
to instal and run these ut (ioveriiincnt ex[K'iisc' and to charge the 
cultivators a small extra rale per unit for the si^rvicc. To demonstrate 
the advantage of this scheme Government have made a successfur 
experiment with a group of six wells which have been fitted with pumiis. 

In addition to these small pumping scheines euiials are being 
constructed to distribute water wltieli will be piimjied by elccdricity 
from the Bamganga river and the Kali Nadi in Moradabad and Aligarh 
distrietB, respectively. Neither of these rivers have previously bemi 
used for canal irrigation. 

In the towns of Hardwar, Saliamtipur and Roorkee, which have- 
been electrified for some time, there is already a considerable demand! 
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for power, both domestic and industrial. The conaumption of domestic 
electricity is about 6*3 units per head ol pt^wlation and of industrial 
electricity about 3*3 units per head; and both de m an d s are steadily 
increasing. These figures, together with tiie number of applications 
for power that are being received, show that there is keen demand for 
electrical i>ower, both domestic and industrial. The scheme is highly 
promising: and the assistance of co-eperative societies or government 
in providing the cultivator with credit to buy machinery when he needs 
it will go far to ensuring a greater and more rapid success. 

The total cost of the electric supply scheme is estimated to 1^ 
some Bs. 90 lakhs and that of the irrigation pumping schemes some 
Bs. 26 laldis. 

373. IntroducMon of new and expansion of existing industries . — 
Many small industries are followed in the province of a type suitable 
to provide tlie cultivator with occupation for his spare time. Many of 
the so-called Benares toys and lacquer wai'es are made at Ahraura from 
wood found in the Mirzapur jungles. Four families of potters at 
Chunar turn out tlie well-known i^istic pottery of that place, whilst 
many iiiid remunerative employment in the manufacture of surahis, 
ghatas, handis, etc. Lac and papier maehil toys arc made at Biidaun, 
Meerut, and other places; . fancy pottery at Bahadurgarh in Meerut 
and at Nizamabad in Azamgarh; bead curtains of high artistic excel- 
lence at Soron in Etah; and glass bangles at Jalesar in Etali, Fateh* 
pur and Firoznbad in Agra. Oils and iirs of flowers are made at Ghazi* 
pur, Kaiiauj, Jaunpiir and other places. Carpet weaving is a flourisli- 
ing industry in Mirzapur, Jaunpur and Benares, blanket-weaving ic 
Muzaffamagor, Meerut and the Bholiya region of Kumaun. Baskets 
and fancy fans are made at Phulimr in Allahabad district. . Despite 
•a complete lack of organisation, all these hre thriving industries with 
established markets, which in sonic cases are overseas. There seems 
no reason why these or other similar industries should not be intro- 
duced into parts of the province where no such industrj' at preset 
exists, — ^provided, of course, that the requisite materials are available 
in the locality. All these industries, new or old, stand in need of or- 
^nisation. They require guidance in the selection of designs and 
processes, assistanoe in obtaining suitable tools in marketing, in the 
diffusion of inarlmt intelligence, in tbe advertising of their wares. 
Here again is work for the Co-qperative and Industries departments, — 
work of the utmost value. For it is only by the introduction of new and 
the development of existing industries that the heavy pressure of popu- 
lation ^on the soil can be reduced, the poverty of the small holder re- 
lieved,* and a higher standard of living brought into the countryside. 
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374. Rural induttriea as stabilising agriculture . — ^The Development 
CommisBioners in England recently reported that the magnitude of the 
resnlta achieved in Germany in the development of rural industries was 
due not so much to coercive action on the part of the State in slicpherding 
these industries, or to any direct or indirect assistance from tariffs, as to 
the steady and strenuous diffusion through specially created services of 
advice, information and education. Many industries, however, were 
‘‘created” by State-aided action; for example, watch-making in 
Saxony and the making of pencils in Bavaria. Thus new industries 
have been introduced on a large scale in those districts where such 
ifftroduction was most advantageous. A system of farming combined 
with industry, which gives regular employment throughout . the 
year, enables the agricultural countries of Eiiroi'e to maintain a density 
of 200 to 300 persons to the square mile. In our province, where the 
density is from 300 to 900 in the river valleys, and where agriculture 
cannot normally employ the population fur more than seven months 
in the year, the need of rural industries as a subsidiary <M‘ciipation to 
agriculture is far greater. For a stay-at-home {lopuhition like ours 
enforced idleness during a year of scarcity is a paradox, which indicates 
that lack of balance of occupations in the Indian village which Famine 
Commissions have repeatedly sought to remedy. 

375. FhiiHce of small rural industries . — The finance of these small 
rural industries is not distinguishable from rural finance generally. The 
moneylenders are the same and so are the methods, and this will conti- 
nue in any scheme of reorganisation. The co-operative movement, whe- 
ther its energies are directed to supplying the credit or the general needs 
of the peasant, must include within its scope the Kul.>sidiary as well as 
the main rural industry’, for the two are inseparable. 
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CHAPTER X. 

Oboanization and vinanob of small urban industries. 

376. Decline of tJte small industry . — One of the unfortunate features 
in the economic hitstory of the province is the decline of small industries. 
Several factors have contributed to this decline, but the most important 
is that handicrafts have remained unaffected by modem progress whether 
in applied science, in economic organisation or in means of transport. 
Even now, in those areas where the market for the handicraft pi;(}> 
ducts is limited by inadequate communications or insufficient demand, 
there has l>een little differentiation of function, and the artisan still 
purchases his own raw materials, works for the local market and him* 
self sells his own goods. It is true that, thanks to the absence of com- 
petition, to the limited needs of the consumers, to the relative simpli- 
city of the economic organisation, and to the fact that he has usually some 
subsidiary source of income (gumcrally agriculture), the fX)ttage artisan, 
working on his acwuiit with his primitive tools, here and there with 
the help of apprentices, generally with no hel]> .save that of his family, 
has been presc^rved fioiii au-tual extinction. Hut if the craftsman still 
exists, the croft itself is often moribund. 

.'177. /1m illuslrtition from wcariny . — In tl>e villages the artisan 

locks credit ond marketing facilities, and his products seldom 
improve beyond a certain standard. Nearly every artisan works on his 
own account. There is little division of labour. Whether the artisan 
plies his own craft throughout the year or not depends u^Min the demand 
for his goods in the village or in the iieriodical markets, and the amount 
of capital that he cun secuiv from the village moneylender. On the 
other hand, organisation improves with superior craftsmanship and the 
products command a wider market. This may be illustrated froiu 
handlooiii weaving, which supports nearly a million of people in this 
province. The village weavers obtain homespun, yarn from the women 
or, occasionally, in the {leriodical markets, and charge no more than 
the price of their labour for the garha cloth which the}' make. Cloth 
which is not sold to the village is brought to the market and sold at 
whatever price the weavers can secure, simply because they cannot wait. 
If ^e cloth remains unsold, the weavers must remain idle for lack of 
money to purchase yam.(’) In the important centres of hand-weaving 

industry, such as Tanda, Moradabad and Bareilly, the yam and cloth 

*■ 
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deaUn finance the artisans in the cottage. The weaver purchasea 
yam from the dealer on credit, and sometimes gives him woven cloth. 
Sometimes he sells the cloth himself, cither in the luurket or to a 
cloth dealer; sometimes he hands over his cloth to the varii dealer and 
BO pays for his yarn in cloth. Sometimes he Imitows itot from the 
dealer in yarn but from the dealer in cloth. re|mying him in cloth. In 
Tanda and Muii, and also in other centres, the muster .‘iriisaiis some* 
times employ a Jiumher of journeymen weavers, sii|i|)1ying them with 
looms and raw materials, and ixiying them piiHrc wages. They sell tlie 
cloth to the dealers, with whom they keep a running account . or to the 
market directly. 

378. In the weaving industry the middlenian. whether lie he yam 
or cloth dealer or karkhanadnr, bei’omes indispensable lu'caiise of the 
isolation and jiuverty of the artisans. The same is tnie of ninny urban 
crafts — diiFerent hniiicheK of wood and iron work, «‘1ieiip |Mrttery, mat 
and bnKkctuiuking, .shix'inuking, ImiiiiImx) furniture, dyeing and )irint« 
ing, cotton and wool spinning and W'caving. Ah the industries develop 
variety or distinctiveness, the tiiiddletnnn slips in and supplies the arti- 
sans with raw materials with the ubje.(‘t of obtaining «‘heiiply their 
manufactured gixxls. 'Hiis, no doiiht, ultimately leads to the extension 
of markets; hut isolated and unrelated iiidiistrie.'. J(‘iid tlieiiisclves 
easily to> exploitation by iiiiddleiiien. 

379. The abm'c teiidciicv is iiiiivers:il. lii a large town nr city 
there is Bi*u|)e both fur an extended market and large variety of prudne- 
tion, involving speeialisatiuii in industry and in trade. The patnuioge 
of the nobility, the desire for luxuries niiioiig an ease'loviiig fiublic, 
the religious obligation to piirehase fNirticiilar varieties of giHids, the 
hereditary skill and dexterity of particular castes or groujis of iirtisaiiH, 
all these have v‘oiitribute<1 to the development of handicrafts and indus- 
tries of luxury*. Hut the ii’uiioiiiic btutiis of the iiriiBaus has not im- 
proved; indeed, the greater the demand for art wares or the cost of 
their raw materials, the stronger is the grip of the middicniati or the 
capitalist on the artisans and their work. 

.380. Types of mhldlenifH I'li urban industries — (a) The ilmerant 
dealer. — ^There arc various tyjics of middleinen. Tliere is, firstly, the 
itinerant dealer tvlio supplies raw materials to the urtissiis. Tlic most 
familiar instance is the trader who supplies yarn to the weaver in his 
cottage, and gives him piece wages or deducts n commission when he 
takes over the United prodnet. In blanket-weaving the dealer suppliea 
mady spun yam to the katnalia and collects from him tlie finislied goods. 
Rven in carpet-weavipg dealers and firms usually advance cash and 
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•ometimM yarn to the weaver, and afterwards take over the fini s h ed 
imdnct. Similarly, the trader in needlework and embroidery goes to 
the homes of the women workers, supplies them with cloth and thread 
and pays them wagjss at rates previously arranged. Such dealers either 
work with their own capital or are agents of larger dealers. Much of 
the fine embroidery (chikan) of Lucknow and some part of its gold and 
silver tluead work igota) is controlled by one or other of these classes^ 
of middlemen. 

361. (b) The karkhanodar as (i) /i/« own financier and (it) as con- 
traetor, — Sometimes again the middleman is liimself an artisan who 
has grown rich and employs his fellow artisans either in his own estab- 
liahment, the karkhana, or in their homes. In Benares, for ' instance, 
the karkhanodar weaver suxtplies the artisans with the raw materialsr 
gold and silver threads, yarns and dyes, and even with the looms, when 
they work in tlie karkhana. Some karkhanadars are also yarn dealers. 
Similarly, in the metal industry of Moradabad and Mirzopur tlie 
karhhtuutdar sup|>lies the metal sheets and implements to the artisans, 
whether they work in their own cottages or in his shop, and himself 
usually buys these slieets from other middlemen on credit. 

382. In Lucknow in the zartlozi. katndani and chikan industries 
the karkJianadar is similarly well establislied. He supplies materials to 
the iTaftsinen; in the case of the first two crafts they urtuall}’ work in 
his establishment, whilst most chikan w'urkerH work at home. These 
materials again are supplied to the karkhanodar by the dealers or tnaha- 
janz. But it is the karkhanodar who undertakes all the risks of the 
industry. The implements are few and simple — a needle and a [)air of 
scissors; each artisan brings these with him every morning to the shop. 
But the heavier implements such as the karchop, the stool or the hand 
machine for embroidery work are appurtenances of the karkhana itself. 

388. Similarly, in Agra there are karkhanaz for the making of shoes, 
carpets and stoneware, where the artisans are employed by the karkha- 
nadarz at the latter’s risk and responsibility. The large dealer here 
does nai usually finance the industry, but only buys the finislied prO' 
ducts at wholesale rates. Sometimes the karkhanodar ' himself is- 
in debt to the dealer, and bdng obliged to sell his finished goods to 
hicr creditor, cannot obtain a fair price. 

384.' The position is, briefly, that the karkhanodar in some crafts 
combines the idles ai master artisan and financier, and in othors is a 
mere coniractor. Indeed, in no handicraft or industry where the cost 
of materials is high can the artisan <x the karkhanodar do withont the 
financial assistance of the large dealer or the mahajtm. . 
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S8B. (e) The large deeter (t) a$ financier . — The large dealer or 
Iho mudiajan is indispensable in the financing of such industries as 
tlie silk-weaving, the gold and silv^ wire-drawing and the brass and 
copper work of Benares or the gold and silver embroidery of Iiucknow. 
fi^ in Benares and Lucknow middlemen of this class usually suiqtly 
the raw materials to the karkhanadara or to individual artisans; but 
the artisan who works at home is rare in such trades. The materials 
are too costly fur his pocket, — the silk of the Benares silk-weaving in- 
dustry, the silk muslin of Lucknow’s kamdani, the satin and velvet of 
Mordoei, with (in eacli case) gold and silver wire. Moreover, unless 
he has a large family to help him, his jirogress will be slow; and delicate 
material is not improved by long handling. The work, accordingly, 
is concentrated in karkhanaa, whereby the mahajan gains a distinct 
advantage. His risk is reduced because the karkhanadar bears all losses 
due to unpaid advances and wastage of raw nuiterials, and also ensures 
a standard quality in the outturn. The workshop system is prefer- 
able in these industries, not because they require a more elaborate 
division of labour than is jiossible in the homo, but because it ensures 
greater economy in the purchase of the raw materials, greater efficiency 
in their handling, and control of output to corresfmnd with a seasonal 
demand. It ib these advantages w'hich explain the widespread ten- 
dency for these industries to drift from the home to the small work- 
shop. 

sr 

386. The large dealer (ii) aa a en-ordinafitig agent . — ^In those in- 
dustries, however, where the jmxvuseH of manufacture are so specialised 
that they cannot be undertaken by the same set of artisans either in 
their homes or in any karkhana, the large dealer who supplies the 
artisans with the raw materials co-ordinates the different branches of 
production. His functions, in short, here combine thomf of the financier 
and the karkhanadar. The brass and copper industry, for instance, 
is organised in various ways in different cities, — Benares, Mirzapur. 
Moradabad, Famikhabod and Lucknow. Sometimes the mahajan 
supplies the raw materials to the karkhanadar, who pays his own work- 
men, usually at piece rates, and obtains payment from the mahajan 
for the finished article by weight. Sometimes the karkhanadar is hia 
own capitalist, conducting his business with his own money and selling 
his wares to dealers and merchants. Bomotimes, again, the art'sans 
wmic at h<Hne, obtaining the raw materials either from the karkhanntlar 
or the large dealer.* In Moradabad and Lucknow, however, the manu- 
faetura of the variona porta of varions utenrils, together with theic 
cqgiaving, tinning (galas) and polishing form distinct operation^, each 
<«ried out by • different family of artisans; and a vessel posses from 
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one family to the dealer, and frcmi him to another family, until it is 
■completed. In Farrukhabad, on the contrary, the eame family of arti* 
saiiH carrlea out all the proceseeB from moulding to polishing. 

387. Cautat of the prevalence of middletnen . — The control of the 
large dealer over an induatry, therefore, deiiends not merely upon the 
cost of materials but also on the need for co-ordinating specialised 
functions. A siwcialist can only command special remuneration if he 
forms an integral jmrt of an organised whole. No doubt the mahajan, 
by regulating the supply of raw material in accinrdance with the demand 
fur the finished article, can control the conditions of the specialist’s 
employment to his detriment; but without the mahajan’ s interventirai 
pitxluction would be disorganized and could not command the sales 
which an organised industry can seciure. 

Another type of industry which only a middleman can handle is 
that which involves lengthy technical processes, for no small artisan i.-iiii 
afford to lock up his capital for so long. Then the mahajan or karkhnia- 
dar intervenes with his w'urkshop, and the artisans work on contract 
wages. An example of such an industry is calic-o-printing. In Tuick- 
now and Benares the karkhamdar himself finds liis own capital, em- 
ploys the artisans on piece wages, and disj[)oses of his products at whole- 
sale rates to large dealers. In Farmkhabad the whole of the calicu- 
printing trade is in the hands of tlie Radhs, » sect of Hindus. The 
Sodhs employ the artisans, both Hindus and Muhammadans, and 
directly with (he latge wholesale firms of TiOiidon and ]*aris. Similarly, 
in Tauda the industry is in the hands of the karkluinadars who employ 
the artisans on piece-work wages. Though some of them liave their 
own slioiis in the bazaar the trade is mostly in the hands of hires 
dealers. 


388. Yet another cause of the pre\'alencc of (he middleman sys(cin 
is the seasonal nature of the industiy. All crafts, such as zardoii. 
kamdani, ehikan and calic.o, labour under the special disadvantage thiit 
(hey slidw an exaggerated alternation of overwork and un- 
employment due to the fact that they satisfy occaaional or seasonal 
needs. For instance, it is only during the winter that there is any 
d^and for silk and cotton lihafa (quilts); it is only during the sunimcr 
thbt there is any demand for ehikan topis, dupattas and other light 
wealing apparel. Festivals and the marriage season alone can create 
a brisk demand for xordozi and kamdani work. Fo^the rest of the year 
the demand is at best slack. Thus the workers who have no staying 
power are completely under the thumb of the karkhanadar, who keei'* 
them alive by advances during the dead season when the kaiiha/naa are 



( *81 ) 

not woridng. It is this which is the principal cause of the pravaleiiee 
of be^fdari ■ (arrears) in these seasonal trades. Irrefnilarity of emploiy* 
ment, again, weakens the habit of saving amongst artisans who an 
mostly illiterate; whilst tlie harhhanadar, whose financial position is 
rarely such that he can afford to lock up his caipital during the alack 
season, is in his turn entirely dependent upon the mahajan. 

389. Belationa heticoen karkhamdan and the. tcorker*. — Thus the 
kttfkhanadar in zardozi and kantdani in Lucknow, Bareilly, Agra and 
Benares, who has risen to the position of employer from that of an 
ordinary artisan, may he regarded as a contractor who gets his supplies 
of cloth and wire from tlie goiawahis, who rec'eivo his pnalncts and 
apiuoprinte a large jmrt of the profits. x\s an example, wo quote a case 
in a katudavi shop in Tiucknow where a gotairaht, having supplied the 
raw material worth fixnn Be. 1 to Be. 1}, paid a karkhanadar 1*2 annas 
|ier tola for work which he sold at Bs. 2 to Bs. ilj |)er tola. On the 
other hand, the karkhamdar [mid to the artisan no ntorc than 10 iuiium 
per tola. 

390. Hecondly, there is small room for art in a system in which 
the wagM paid depciul on the weight of the gold or silver wire useil in 
the work. It is true that nahna emhroidery, if il involves greater skill, 
also involves^a greater weight in the wires worked; and thus there is an 
automatic adjustment of skill to wages. Ihit the levol of craft siuanship 
must always fall when the golairata pays for his products on a standard 
of weight only, while the karkluinadar in his turn remnnerutes his em- 
ployees on the same hasis. irn»s(K!clive of quality. The result is a 
large volume of pHshiction of an average quality, which offers no 
scope to individnatl art and workmanship. 

391. Both in zarduzi an<l kamdnni work the karkhanadar gives ad- 
vances to his workmen, who csaiinot seek ciiiployiuent under another 
until the debt is re|»aid. To Kuno extent, therefore, tlie artisan is in 
a state of economic bondage. On the other hand . these advances reduce 
the inconveniences of seasonal unemployment. They are given only 
to the regular hands. It is only in cases of emergency that an employer, 
when engaging a fresh hand, wilt pay np the latter’s debt to his fmincr 
employer and repay himself by deductions from wages. The artisan has 
no reason to complain of ill-treatment at the hands of his employer, 
who keeps him going by these advances.— on which he charges no interest. 
Bossibly the employer malms this up on bis wages, but, at all events, 
the artisan gets better terms from his employer than he would from soy 
gtrtM. 
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882. A chain of types.— Speaking (rf the lumdkniftsinaa in Vmnoe 
Arthur Fontaine, t^ welhlcnown authority on the small industries of 
that country, wrote: "Lake vegetable and animal species the 
various economic categories are connected with each othw by inter- 
mediate links which cannot be classified with any certitude and which 
help to make of the series of types what is practically a oontinnoua 
chain.” The same chain can be observed in this province. 

(1) There is tliie artisan who deals directly with the cmisumer and 
works with material which the latter has supplied on a piece-wage 
system. 

(2) Other artisans receive advances of cash or raw materials from 
itinerant middlemen who take over the finished |iroductB. This is the 
most familiar type. Among iiidiistries conducted on this system may 
be mentioned weaving of all kinds, including C4irpet-weaving in Mirsa- 
piir and other places, blanket-weaving in Muzaffuriiogar and Najibabad, 
ebony-carving at Nngina, ehikan work in Lucknow, and gold and silver 
embroidery in l^enares and Lucknow. 

(3) Another tyjie is the artisan who works in a karkhana under a 
master artisan (ustad), being supplied w’ith raw materials and often with 
tools. The karkhanadar may himself be de^iendent on the middleman 
or large dealer, or he may l>e his own financier and deal directly witli 
the general public. This organisation is commonly found in slioe- 
making, artistic pottery, wood-carving and silk, caqwt or blanket- 
weaving. Whenever a c-ottitge industry is in the hands of a particular 
caste, it easily assiinihttes itself to the workshop system; the 
karkhanadar, an artisan hunself, provides the necessary tools, employs 
his caste-fellows on piece wages, and himself arranges the sale of the 
finished ivoduct-s. It is a survival of the mediteval guild. 

(4) In some crafts the karkhanadar has not risen from the artisan 
class, but is a mem capitalist who has invested his savings in the 
business. Such is the ixtsition of the big furniture dealers in Bareilly 
who run workshops in which hundreds of carpenters ore employed on 
piece or daily wages. 

(6) Again, the karkhanadar may become the oontractw or sub- 
empljSiyer working under the large dealers, who advance him raw 
materials and collect the finished goods mannfactiued by the ortisaaB 
employed by the fcHrmer. This system is found in the lace, the gota, 
the gold and silver wire and allied industries in Agra and Lueknotr; 
to some extent in the silk-weaving industry of Benares, in the braae» 
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iron and copper work induetries in nioet rentree, tn the durrie>wvuviiig 
of Agra and Famikhabad and in tiie oalinv-printing of Fnrrukhabaid, 
liocknow and Tanda. 

LAstly, there are industries in which tlicre is no harkhattadar, 
but the dealer or rniddlemau supplies raw inateriids to the variotM 
branches of the industry, finances and co-ordinates tite iimnufactnring 
processes from stage to stage, and finally disposes of the wares. This 
kind of orgaiiisution is found in I'ert-nin metal industries. 

803. /In illiutlniiion front embroidery. — In rwcnl vears there 

have been imixirtunl changes in the organiaation of the ehikan 
industry, which is carried on in Agni. Meerut and .\inmha. as well us in 
Lucknow, its trailitional and still its ]iriiicipal laiiiic. It iistal to be a 
workshop industry'; but tvitii changing fashions the deniund has 
decreased, the quality <if the work has degcncrahyd (for which degener- 
ation the invention of a stitching iiiachiiie some years ago is |>srtly res- 
lionsiblet; most ktirkhoniin have lieen closed, the few which ivmain ore 
of small importance; and the control of (iroduction has passLal, almost 
entirely, into the hands of the middleman, the agent of wholesale and 
n'tail dealers, who deals directly with the artisans, most of whom are 
women and iiork at home. . . 

804. Tl^ ctvaioiiiic stains of the worker has siilfeivd in this [H'oeess. 
In the first, place the workmen of a knrkhann can unite against their 
employer, if need arisi's; hut neither the purdatuishin Mnhummadan 
women in Lucknow. Amroha and .Agra nor the Khattri sn<l Kayastha 
women in Meerut who work in their own homes, with tMicIi of wheun * 
the middleman deals iiulividiially, can resist efFi'ctively if the middleman, 
by this subterfuge or that, should reduce tlieir wages.!*) Seenndly, 
the purdah system makes it difliiailt to adjust wages to standards of 
craftsraiiiiiihip. Thirdly, tiicrc an^ in the industry ImiIIi full-time and 
fiart-time workers. The former are princi|>ally ti.en. the latter prin- 
cipally women. The .s|mre time workers are satisfied with almost any 
remuneration, whu-h on the one hand brings down the wages of the 
full-time workers and on the other conijiels the fmrt-time workers to over- 
strain themselves hy labouring long hours at nigiif. Fourthly, there are 

a niimlier of a'Drlcera amongat the peasant women in the villages around 
Lucknow who ore content witli even lower wagea than their sisters in tlie 
city. The result is a relentless competition, wliich leads to wcaiy bands 
and half-blinded eyes, possibly even to diaease and death. The fine 
and delicate workmanship which ehikan embroidery demands involveji 

P) A aiiDilsr low of eeanonie otatm, foUoving oa the dediM of karkkama |aar 
duetion, baa oeeunad ia tbs sordon indostiy of Laekmnr ood Bonaiw, lha silk simI faff 
t a di it rl s i flf tha lattar ffses. 
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a terrible waete of human material. Lastly, the atatiis of ttie ehikan 
workera is affected by certain iieculiaritieR of the industry itself. 
Several kinds of stitches are often required for the same piece d em> 
broidery, whilst few workers know them all. The. result is that the 
some piece of work passes from hand to hand before it is completed. 
In the karkhana that would moke little difference since every individual 
artisan would lie able to ^au{;c for himself the value of his own work 
and see tliat it was paid uccordiiij' to its value. But in the present cir- 
cumstances no sinffle worker, save the last, ever sees the fiiiished article 
or can estimate the exact ini{X)rttince of his contribution to it. The 
middleman, therefon;, has an oppciitiinity to exploit his ignorance, and is 
said to take full iwl vantage of it. 'J'he quality of the work is 
also affe(‘ted by this iwculiarity-. I'lans and patterns are printed 
on the (lieccs. The ]iieces themselves are shaped ]>y one I'.nnd and 
stitched by several different Imiifls in succcKsion. Though the result is 
undoubtedly an increased outturn, yet the work becomes purely 
ineehanical. C'Caftsmansliip is reduced to a niiniinuni and the crafts- 
man from an artist has liecome a mere slitcdiing machine. 

:195. Ill shoi't, the ehikan jiulustry, whicli employs sonic 50,000 
women and 5,000 men in Jjiickiiow, has sunk from its former high posi- 
tion amongst the handicrafts, and is now the most notable^ instance of 
disoiganised industiy in the enuntry. The workers, scattered about the 
city, are hoiielessly subservient to' the middlemen, who secure employ- 
ment for them and dictate the standard of production and the scale of 
wages with little regard to the worker’s skill or dexterity. Even for the 
best pieces of work, undertaken for firms in (’alcntta and J3oinbay, the 
average wage would not usually exceed Bs. 10 or Bs. 15 per month. 
The disorgnpisation of the industiy is i-eflected also in the different 
methods hy which the workers are i>aid. I'hus there are some mer- 
chants who einjdoy workers on a monthly salary. Others jiay on 
an average calculation of sets of articles; others, again, pay according 
the number of threads inserted. Occasionally workers embroider pieces 
at homo in the day-time and hawk them about the streets in the 
evening, selling at prices wliich may or may not be remunerative. 

396. The economic stains of the artisan . — The >’urioiiB types of 
indusAy which we have just described differ principally in the position 
of the employer; but the position of the artisan is much 
the same in every industiy. Whether he pursnes his craft 
at home or in a workshop, whether that craft is regnlar ok 
seasonal, whether he is capable of completing all the processes of pro- 
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ductkai himfielf or makefi a speciolify of any ungle procesH. he ia not a# 
a rale working on his own account, but woifca for and at the beheflli 
of Bome middleman, whether he l)e wholesale dealer or karkhanadtvr. 
It is (m this middleman that he dejienda lioth for the supply of his 
raw material and for the marketing of the hniidied urtiide. He may be 
master of Ids own time, but whether that time is fully occupied or not 
depends on the requirements of his employer. Whilst the middleman 
prospers, he must regard himself as lucky *if he secures a living wage. 

397. Importance of some small-scate industries . — Tlicre art* still 
small industries in this province which do a large volume of husiiiess. 
This is contrary to tlie |iopnIar heliof. which is apt to regard cottage 
iiidustriea as doomed to extinction hy large scale production. The priu- 
cipal cause of this Itelicf -ipiicars to be the {tossimism engendered by the 
decline of handlooni weaving, — once one of the most important in- 
dustries in India — , ns a ivsiilt of competition with the mills. Yet that 
decline is not so great as is often supposed. J'Ivcn at the itreseiit day 
the cottage weaver is said to pi'odui*e nearly •)(> per cent, of the cotton 
<‘loth consumed in this province; and tliough this projMtrtion may be less 
than in other pruvinevs, yet the industry is not even dying, let alone 
dead.(’) Indeed, the. cottage weaver cun hold his greatnd against the 
mill lioth in the finer and eoars(.*r cloths. (!oni|K!tition arises only in 
res{iect of cloths of incdiiiin quality. The handlooni in fact not only 
produces gixMls whi<-h the mills cannot pivKluce. hut iisi'k yarn which is 
useless fur the |H>wer loom, and so consimies the surplus stock of yarn. 
Cottage weaving it still the most iinixirtaiit of subsidiary iiuhislries in 
the rural areas, and gives employment to the largest group of urtisans. 

306. The iiessimism Imrn of the decline of haiidiooin weaving is un- 
fortunate, fur till recent years it has geiienilly stood in the way of any 
constructive efforts to organise cottage industry generally. Vet much 
can be achieved by State aid and suiiervisiun, as (rernutii ox|Jcricnce 
proves. In that country, thunks to the State’s economic {loiicy, small 
scale industries employ about two-fifths of the entire industrial popula- 
tion and nioro than 90 [ter cent, of the industrial estahlishments. 'Fhat 
policy covers not only proldeins of machinery but of marketing and pro- 
duce, not only technical but coratnereiul guidance. It has to be 
admitted tliat the conservatism and illiteracy of our artisans are serious 
difficulties in the way of modern organisation and lax^gressive propaganda. 
It is also true that of recent years the Industries department has done 
mndh to improve technical and industrial training. But if our small 
iodnstriM are to become what tliey have lieen in the past, mudi still 
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remains to be done. This is especially true of the artistic side of in- 
■dustrial education. There has been a tendency to concentrate cn tiie 
■commercial aspect, to teach the artisan how to produce the thing that 
will sell rather than the thing which is worth buying. - Tlie higli 
.standards of Indian craftsmanship have been lowered of recent years as 
a result partly of the artisan’s own ignorance, partly of the deterioration 
in public taste. The beautifpl old traditions of Indian art are being 
forgotten; its beautiful old designs are being replaced by meretricious 
trash, for such trash appeals to the foreign tourist, seldom able to dis- 
criminate between g<xkl and ba<l, who is satisfied with any scheme of 
cunamentation so long as it contains a siiflicient number of gods and 
goddesses, of elephants and tigers and lotus flowers. It only remains 
for some enteriuising inercriiant to inscribe on his wares the words “a 
present from lionares" to fill the cti)) of the degi'adation of Indian art. 

309. The Provincial School of .\rts and Crafts is at present the 
■only institution available for artistic education. One of its principal 
aims should he to teach artisans not only the old designs, but also new 
designs, provided that they conform to old traditions, and to tupply 
the trade with such designs. In the ]H»st, indeed, the school has real^ed 
its responsibility in this matter, and has hud no small measure of 
sucxMss in discharging it. Many artistic patterns which are now popular 
in the trade were originally {rrodiiced in the school. We understand, 
however, that of late this ini|)ortni)t fiimdion has been somewhat neglect- 
■ed. If our information is correct, we can only earnestly recommend tiiat 
tiie school should once again begin to think in terms of art rather than 
III terms of profit; for it is only thus that the many art industries in 
the province can ho rescued from their state of jireBent stagnation 
and the threat of iiltiniiite decay. ' 

4(N). Co-operative socieUes and sale organisations . — lu every countr}’ 
the chief, want of home production ia a central buying and trading 
organisation. The small indnstrialist, like the small cultivator, is apt 
to be exploited by middlemen and moneylenders, but .the former 
has a further disadvantage of bis own in that he must face competition 
with large-scale production. Co-<q)«ralion, whether in respect of tiie 
euf^dgr of credit, the purchase vi raw matMTials and tools, or the diapoaal 
of his wares, is even more neoeaaaiy to him than it is to the peasant. 
In this matter India may leom vdnable lessons from certain continental 
aountriea. In Germany there are associations of amall produem 
which buy raw material for their membere in common and sell tb^ 
frodoet e in common. Bmral indnatiiea in SwitjKrland, ag^. dvo 
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oigaaiaed on the coiumercial side into tnuUiif; turporaiioii witb bnuicbea 
in the larger towns. Botii in Brussels and Palemio there are ao-cpenr 
tive BoeietieB of a kind specially suitable for the ehUcan industry. In 
the fomier town there is a co-operative society of women workers called 
“le labour feminin” which consists of poor women of the middle classes 
who produce various objects of art at home and sell them in a which 
is financed by philanthropists. Its capital is 5(1.000 francs, and the 
workers receive a dividend on their shares. Tlie women's co-operative 
Bociety of Palermo consists of war widow's who make laiv, linen 
clothing and omumentat chairs. The members (jj.H'eive not only a 
dividend on their shares, but a lioniiH on the sales of their wares. 
For worksliop indnstries, w’here the iiinster craftsman stviires onlers 
and employs artisans, it would l>e fxiKsihlc to imitate the co-operntivc 
production society of (teriiiniiy or Italy. 

401. We invite the ( 'o-oiM>nit ive department 'to consider the ixwsi- 
bility of iniitatinj! these iikmIcIs. There were cu-o]icrutive stMrietios of 
artisans in this province as early as 191*2. hiif most of lliem have failed. 
The cause of their failure were : — 

(!• they made no attempt to or^iunisct sale of (mHlncts; 

(2) th^ artisans were ignorant of all co-o)N>rafive principles; 

<0) there was no attempt to giinrHiitce the quality or the standard 
of craftsmanship: and 

(4l the socict}* could not cuiiifiete with the niiddleinan because the 
artisan was dependent on the latter for (he side of his goods 
and coiiM not, therefore, sever his connexion with him. 

Yet such societies have lioen organised and an* working in other 
{irovnices, with fortunes which vary according to the elasticity of the 
flociety itself and the conveniences which it affords to the members. "Vit 
can have no doubt that co-operative societies iMitli for the supply of 
eredit, raw materials and tools and for the disposal of products, if 
oiganiscd on sound lines, are capable not only of incTeasiiig the pnisperity 
ut auch industries os still flourisli, but of reviving those whicli are 
moribund, provided that the artisans have first been educated in the 
principlea of co-operation. We attach especial iinirartanoe to the or- 
gaaioipg of sales. We recommend this field of activity to the consi- 
deration of the Co-operative department. 

4011. InduMtriai bankt. — It is obvious tliat oo-openitive banks which 
have been oigaaued for the financing of cuHivators wrill be unable to 
emdttetend tiie cireumstenoea or mtufy the needs of a mailer artiaui 



( 2M ) 

who has few assets save his monaal ddll and honesty. Indnstrial eredit 
dilfen considerably from agricultural credit. It is for this reason that the 
tadc of financing the co-operative aocieties of artisans or the karkhanadan 
must be entrusted not to the present oo-operative banks, but to some 
type cd industrial bank. Here again the experience of European countries 
is instructive. Continental bai^s freely lend mon^ to artisana on 
invoices, labour bills or any prospective claim that is sufficiently 
recognised. In Kwitzerland banks are willing to 'advance money to 
silk weavers on cocoons, secured by an undertaking that the spun silk 
shall not leave thg spinner's house till the debt has been repaid. In 
Germany the co-operative banks render generous assistance to artisans 
of all kinds. 

403. \Vc have carcfiilly coiiKidered what ty|)e of industrial bank is 
I)e8t suited to the needs of the province. We understand that the Central 
Committee will consider this question in connexion with the credit needs 
of the larger industries. The first question is whether the same bank can 
also be entrusted to look after the needs of strialler industries. On this 
point we need only say tliat, provided there are sufficient safeguards 
to ensure that the interests of the 'smaller industries are not sacrificed 
to the needs of the larger, then we consider that it will make both for 
efficient management and economy to have a single bank. A further 
question then arises, whether there should be one industrial bank for 
the whole of India w’itb provincial branches or separate provincial banks 
That is a matter which we are content to leave to the Central Committee. 

404. If, on the other hand, it is considered desirable that the 
financial arrangements for big and small industries should be in different 
hands, it will he nec.essary to establish a separate provincial bank to deal 
with the latter. We anticipate that such an industrial bank ' will 
mutatis mutaiulis closely resemble the provincial co-operative bank both 
in its constitution and its relations to its clients, whether these are 
societies or individuals. And since the constitution of the provincial 
co-operative Imnk htra been described in an appendix to Chapter VI 
we have not tlionght it Accessary to frame one for the proposed indus- 
trial bank.(^) Whether the bank l)e all-India m provincial, whetlier 
it deal only with small industries, or both with large and small 
industries, it must iieoessarily, sooner or later, create branches 
at 'Convenient centres and make agenqy arrangements in others. These (*) 


(*) The tvo meet hnpomnt diffenaeee we (0 that the Diieetor ti Didaetriee end the 
Soperiatendent of the Empogriam tnmld he dizeeton of the iadutriel bonk, and (iO that the 
bonk ihaald mA thrangh the eg en i y not only of eo-opentcee eooietiee but eleo of oilier 
bnnhe end eocietiee end even of enitable indhtunnle. 
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bmicheB will only oome ioto existence as tHe demiid for tb« aerrioM 
of the bank increaaes. The cMiatitneiita of the bank ahonld be the 
eo-c^erative artiaan aooieties, middlemen and hafkhamdan, and any 
individual whoae induatrial operationa aie of anfiknent importance. The 
relationa between an artiaan aociety and the induatrial bank ahould be 
■itnilar to thoBe at present existing between a co-operative aociety and 
a diatriot bank. The bank, of course, should be in close touch with 
the provincial emporium and marketing assooiations, so that it may 
ascertain the commercial possibilities of any particular craft before 
deciding what its credit policy should be towards that craft. It would, 
of course, refuse assistanoe in any case where assistance would be useless 
or involve unnecessary risk. It would, for instance, refuse to help any 
obsolete industry. Finally, the bank should keep an account with 
any central or reserve bank that may be brought into existence, snd 
thus link itself and its members to the credit system of the country. 

4()5. The inomotioH of sales ami the protinvial emporium. — 'J'he 
Arts and Crafts Emporium at Lucknow has done a good deal to establish 
contact between the products of our cottage and village industries with 
their markets not only in India but abroad. There is no doubt, however, 
that it could ex^nd its activities in various directions. Firstly, it 
should be used as a bureau for imparting commercial and technical 
information both to the industries themselves and to the trade. Secondly, 
it should assist in the introduction of approved designs spared by the 
School of Arts and Crafts. Thirdly, it should be responsible for the 
adequate advertisement of all artistic products. Lastly, it should 
act as the headquarters of a system of sale ddpdts, of which 
there should be one in every industrial centre in the province, 
and possibly also in the major towns of other provinces, and even 
abroad such ddpdts may be branches of the emporium. Th^ may be 
shops managed by Ghwemment or they may be entrusted to the care of 
existing firms on a commission agency basis. We are content to leave 
details to be considered and wwked out by the Industries department. 

406. Advertisement . — ^No industry can hope to find a sale for its 
wares unless it brings those wares to the notice of posrihle enstomers. 
If some of our industries, such u the calico-printing of Fumkhabad, 
^ silks of Benares and the carpets of Agra, cw now command a market 
In London and New York, it is due to the advertisement which they 
nceived at the Wembley Exhibition in 1024. The emi^um has also 
. baen responsible for a certain amount of soonessful advertisement; at one 
^e it introduced no less than 850 new designs in the brassware industry, 
*nd these am the designs that have been most popular in foreign marked 



( S60 ) 

■inoe the Wembley Exhibition. At en earlier date, shortly after the 
war, the predecessor of the present emporium (whuA was attadied to 
the School of Arts and Crafts) was receiTing orders from as many as 21 
foreign countries.' What has been done before can be d<nia again. 
Nerertiieleas, advertisement has its dangers. Advertisement brings 
orders which, unless production is organised, will not be fulfilled at all 
or fulfilled onpunctually. Organisation must therefore come first, 
advertisement may follow when it is safe to advertise. 
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PART IV. 

INDIGENOUS FINANCE. 


CHAPTER XI. 

A — ^Imdiobnous Banks and Bankers. 

407. Definition . — Ah has been {lointed out already teriiiiuoU^, of 
indigenous credit is so indetenninate as to make clear description of the 
subject a diflicult matter. Especially, many style tliemselvea 
"bankers”, who on any ordinary interpretation of the word have no 
light to the name. The distinguifihing mark of a “banker” is tliat lie 
receives deposits from others for safe custody, and uses them in his 
own or others' business. .\nd to avoid the confusion arising fnnn the 
vagueness with which the term is used, w'e profiose to deal with the 
subject of “indigenous finance” in two ports, viz., “indigenous 
Banks and Bankers” and “Other Indigenous Credit Agencies.” Any 
person or private firm receiving deiwsits is a “Inink” or “banker” dealt 
with under tly* first section; all those' who do not invite or a(t*ept depooits 
are dealt with under the following section. 

4<)8. Uriff hiittmy. — ^I'lic system of indigenous banking in India lirei 
its nsits in the uiiuient {nist. Moneyletiding with definite rates of 
interest must have existed over years ago;('> mid even at that early 

period nioneylending iwcasionally meant usury. Tlien, ns now, usury 
was condctiiiK'd. and indeed it was specifically forbidden to the highest 
castes. Tlic \'aishyas, however, were pennitted to cliaige more than 
the prescrilied rates : they were traders as well as moneylenders smj^tlie 
modem combination of money lending with other business, to which we 
have alluded elsewhere, is as old as the fifth and sixth centuries B.C.f*) 
The habit of hoarding surplus wealth appears to have existed much be.- 
fore the beginning of the Christian era. “Capital wealth was hoarded, 
either in the house — ^in large mansions over the ’entrance iMssage 
{dftara kottahaka) — under the ground, in brazen jars and under the river 
bank, or deposited with a friend. The nature and amount of the wealth 
thus hoanled was registered on gold nr copfier plate8.”(’) 

(*) See Vtdie Index i>/ Samee and Subjeeln^ by A. A. Macdonnell end A. II. Keilba 
1919» I, p. 100 and Cambridg^Jtsetorjf of india^ 1998, vol. I. Also Saoeed Booke 
Ibe Ban, vol. n. (edited by FTUax Malltr 1S79. pp. 

(*) See Jaiakae, Epglieh treuiletioo inm the Mi test, edited by B. B. Cowell 
6 vote.* laOb-MO? end Bmddhiei Indie, by T. W. Rbyi Divide, 1908. 

(*) L. C. Jem, Imdigmuoue BmMn§ in /ndie, p. 0. 
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409. Ancient hanking. — ^That moneylending had become an import> 
ant element in the economic life of the people before the end of the first 
few centurien of the Christian era, is clear from the treatment of the 
aiibject by certain celebnited Hindu law-givers, — ^Manu in the second or 
third century, VislHiti in the third century and Yajnavalkya and Narada 
in the fourth and fifth centuries A.D. Wliat is less clear, however, is 
the time and manner of tlie transition from the "moneylending*' to 
the "bunking" stage. But judging from certain references in the works 
of Muiiu to dej:)OHits, there seems little doubt that deposit banking did 
exist at least as early as the second or third centniy A.D., although the 
habit of entrusting valuables for safe custody to friends existed much 
earlier. (*) There appears, however, to be no mention of the payment 
of interest on deposits at that period. 

41U. Banking in the Muluimmadan period. — ^No account is extant 
of indigenous banking between the sixth and the sixteenth centuries, but 
stories are current of the use of hundie as early sm the tw'elfth century 
A.D. The Jiii{)ortuiit*c of bankers during the MoghnI ])eriod and the 
■|Hi>rt they played in the early settlement of the 'Hritisli in India are su 
well-known to all students of Indian history that they need no more 
than a lussing nipntion. The Jagat SeUis (world baukers) of the 
seventeentii and eighteenth centuries, for their ]>ow'er and influence, are 
comparable with any private banking house in any other country; and 
indeed, they seem to have fulfilled many of the functions of a central 
bank — essentially a inoderii institution. 

411. — Contact trilh the ll'c*/. — Such w’as the i)o\ver which the 
banking houses wielded in the Moghul Empire, at a time when it was at 
its zenith, and the fiireigii traders first came to India. But the days 
of that empire wore already numbered, and in the downfall and dis- 
ordor which fnIlow<>d. the bankers of the country suffered. Some of 
it hem. it is true, heljied the English with money to fight their wars; 
4ind we have it on the authority of the Beverend J. Tjong(') that the 
famous banking house of the .lagat Seths "suffered much in our cause", 
and were amply rewarded. It is also true that in accordance with an 
existing practice the East India Company for a time used the bankers 
to collect land revenue. (*) But these factors only delayed and could 
not stop the decline in their business and influence which had set in. 


(*) See the qnotaliim in the preceding pnmgnph. 

(*) Seteetiotu from ihe UnpublUhed Reeordii of OooemmeHt, vol. I. toe the 
yeon 1744—1787 by Berorend 3. Long, Cnienttn, fBSO, p. xli. 

(*) Beogol DieMet Reeordo (edited by IV. B. Finninger, Cnlcntta, 1814, ne.it 
Aeiigjwr, Tol. 1 (1770—1779), pp. 15-16. 



( 268 ) 

The practice of collecting land revenue tbrough iudigenons bankers waa 
found unsatisfactory, and was abandoifed al^t 1778.(0 

412 . With the decline of indigenous Imnkers and the gradual pro* 
press of Englisli trade and dominion, a need arose fur new credit institu* 
tions. This led to the establishment both of guverninent treasniics and 
snbtreasuries and of the early EuroiH'an hanks in India. (*) We do not 
propose to trace the growth of these iiiHtitutions, save to note, as a matter 
of regret, that the now L'hiro|)ean banks never allied theiiiHelves to the 
old indigenous bankers. The two remuined sejiaratc, because they 
served two distim'it functions. The new banks catcri'd for the credit 
needs of the foreigners and their trade and the old hankers continued 
to play their traditional part in the economic life of the inhabitants, 
lint this aloofness has, in the long run, been to the disadvantage of botli 
these credit agencies. ‘‘I'he indigenous banker has continued in his 
old ways without profiting from new exjieriiiicntH. Ilis technique has 
iifit l)een develn{ied. and in its higher brunches his craft is oiMvdesceiit. 
The new banking instihitions. on the oIIut hand. Iiuve 
not been able to assimilate the time-honoured traditions of the soil 
cm whi.-h th«‘\ arc plantcnl. Tln-y have* not c*nten*d into the lives 
of the jtecqde by iNUietrating'into the village's, which hold Hut b>«nning 
millions of lu^ia.'V*) 

413. Chssrs of Imulu rn. — The' luctliods ckf indigenous hankers veery 
greatly: soine work on nhiinst the 'sann> «>1<1 linets aa tlietir prodccessors 
used to do hundreds of years aeo. othe*rs traiisaet Itiisincss in nineh tiie 
ramc waj' as a irieslern joint-stn--k hank. They iiichiclit hothhvnla, 
tarrafs and a small nuiiil>er of itrhalUis who obtain .'icconiinoelatinn in 
limes of need from their relatives inul friends, iind whoset detyioRits aim 
Milicited loans nither than real de|H>sits. Wu have alntady given a full 
description of the viirions kinds of indigenous linnhcrs in an earlier 
chapter, and here ine^rely recupilulatet briefly the main yxiintB of that 
description. 

414 . Kothiwals. — The hithitmh who represent the most imyiortaiit 
and respectable class of bunkers transact husincHs on a large scale, but 
with niethods that vary from place to place. Kor instance, the aertivi- 
lies of the kothitrals in Moradahad and Thakurdwara lie mainly in 
advancing on the gist (instalment) Ky.slciii, whilst the Uufhiwah of Alla- 
habad and Lucknow grant big loans on the seeurity of mortgages, orna- 
ment s, generally of gold, goods, or even on personal security to persona 

(') BMgoi DUind JU€of4M^ p. 33. 

(*) 8ee Barip Biifopeaii Bmnkin§ in India^ by H. Binlis, 1937. 

(*> L. C. Jain. IndifenouM in Indm, p. 96^ 

IT 
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ct inliiMnrtii and standing. As bankers they, of course, receive money 
on deposit and employ bills as ibstratnents of credit both for financiaf 
and remittance purposes. 

Tliey are usually owners of land and house property as well as 
bankers, which is their principal occupation. At the present time they 
prefer uiortgageB on property to any other fonn of security, partly be' 
cause the security is good, partly because money so invested earns inter- 
est for twelve months, whereas money advanced to traders is active 
cmly during the busy seasons and lies idle for about five months of the 
year. 

416. The sarrafa. — Tlioy are of two kinds : — 

(a) Big aarrafs, sometimes also called kothiwal aarraf8,('^) who. 

as mentioned in an earlier chapter, advance laige sums of 
money to landlords on the mortgage of their xamindari, 
and to traders and smaller aarrafa on inronotes; discount au<T 
issue darahani and nuuldati hundia (sight and usance bills'! 
of big aiiiounts, and take only gold ornaments or jeweller}' 
as security for loans. 

(b) Small aarrafa, who deal mostly in gold and silver. Some of 

them have branches in im[)ortant trade centres like Bom* 
bay and CakMilta. Tliey receive deposits of small amounts 
on which they allow* interest. Their main banking busi- 
ness is to discount and rediscouiit muddati hundia and to 
issue and purchase darahani hundia on important trade 
centres. They lend money on mortgages of house projierty 
situated in towns, on pronotes (niqga parrha ka Jen den), 
and on the security of silver ornaments. 

416. Sarrafi liaana . — ^The aarrafa are held by the business com- 
munity in great respect. This is evident from the importance of their 
association Sarrafi Baana,C^) members of which are entitled both a» 
payee and holder to make or receive payment of a hundi at tlieir own- 
ofiices — a privilege which is not accorded to other firms although they 
may transact lianking business on a much Imrger scale. 

417. Modem intUgenoua bankera. — few bankers cony on their 
business on up-to-date lines. They consist mostly of government trea- 
surers, army contractors and owners of houses in cantonments, and* 

(") Then ia little or no difference between the acUvitiea of ketkiwala and biff' 
aarrafa. "Keihiteal” ia e title of reapect iianelly aaaoeieted with nneient fomiliec. 

(“) The worda aarraf end beans hove come 'to meen e banker (aee Cbspter IH. 
footnote, p. SO) ^nnd nn mfficc or place of buaineae leapectirely. Oriffinslly the word- 
bema meant a piece of cloth on which money was oonntw ont, like the chequered doth 
from which we have the word “exchequer”. A firm is admitted to a Sarrafi Baaaa 
atter a special ceremony. 
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caler chiefly to the needs of European civil and military ofRcers and 
their Bubordiiiatea. These bankers deal with deposits in exactly the same 
way as modem joint-stock banks. Tliey receive money in current and 
fixed accounts, issue cheque books and pass books and discount out- 
station cheques. Some firms also receive savinf^s bank de|Hisits; others 
whilst receiving money in current account niid issuing cheque books and 
pass books, carry on tlieir other banking business in the same way as the 
kothitcal sarrafs. Tiieir credit activities are the same as those of other 
prominent indigenous bunkers: indeed, in this re8|)e(*t there is little 
difference between tlio methods of any high class indigenous banker and 
those of joint-stock banks. 

41R. Allied bfmncss . — Kven the mcxlern indigenous bankers occa- 
sionally combine other business with lianking; for instance, they deal 
in cloth, hardware and groin, whilst {inictically all of them possess landed 
and house proi)erty. 

419. Numbers . — It is iiiiioKsible to state exactly the niimlNU* of 
hankers of different cla.ssoH. Tlie figures given in the following table for 
the eight principal centres of indigenous hanking in the province are 
estimates. 


Namo of place. 


Agra 

Allahabad .. 

Beaaref 

Gawnpore . • 

Meerut 

Moradabad .. 

Mnsafiernagar 

Babaraoput 


Namber of baakere 
working on old 
linoi. 


10 

6 

00 

10 ) 

B1 

ao 

7 

15 


Kumbor of bankera 
working on modoni 
linoe. 

1 

• « 

• ■ 

•• 

8 

• • 

•• 

. » 


Allowiii;' for eoltsiderable exaf'/'eratkiii, we eHt.iiiiiiW> the number of 
twnkers working; on old linee at 250('’) for tlie whole province, whilet the 
number of iiioderii indi^'cnouR banking finna is, ao for aa we are aware, 
ieven.(“) 

420. OrfitiniMlion . — It is difficult to deacribe and analyse the or- 
ganisation of indigenous banking, becniise in fact there is no regular 
oi|pini«aUoii. Bankers’ or traders’ associations are rare, and even 
where one exists it appears to haw little influence on maricet practices. 

('*) Evtdrne., toI. 11, p. 1S4. 

('*) 8^ .lwv«. Charter in, pan. US. 

CO nii. 
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The fnnotioiM of a sarrafa panehayat like that at Agza are conBned to 
certifying the diBhonoor of a hundi or isBuiug the *'foarth*' of a hundi 
when the original and two copies have been lost. 

Usually bankers trork independently of one another. The mote 
impwtant have offices or branches all over the ]irovince, and even out- 
side it, in centres like Calcutta, Bombay and Delhi. They work 
through their munims (agents) whose honesty and industry are pro- 
verbial. The tnuninu submit periodical reports and their masters pay 
them occasional visits. Indigenous bankers sometimes act as corres- 
pondents for one another and also lend money to each other at special 
rates, but such connexions are by no meaus common. Still it is through 
their correspondents or arhatuu (commission agents) that the indi- 
genous bankers are linked, in so far as they are linked, with such im- 
jiortant money markets as those of Cawnpore, Calcutta, Bombay and 
Delhi. 

But while co-ordination is lacking among the various classes of 
bankers, certain sections of them are united by a strong communal 
feeling. According to two of onr witnesses this is specially true df the 
Vaishya bankers at Agra and of Morwari bankers generally. These 
bankers are reluctant to accept “outsiders’* into their fold and are always 
pepared to help the members of their fraternity out of trouble. 

421. Absence of discount hotuses . — ^Thete are no financial houses in 
the province which deal solely in the provision of credit facilities by 
pui'chaHe and sale of hundis and other bills of exchange, houses such 
as the Multani bankers of Bombay or the bill brokers of Europe. The 
reasons assigned for their absence are firstly, that the currency of 
MuddaU iundis in tliis province is small; and secondly, that the banks 
have made no H})ecial effort to (xtpularise the bill habit. 

422. The indigenous fnoney market . — ^In spite of the absence of 
discount houses an indigenous money market may be said to exist in 
all the important towns of the province, although it is strongest in 
such large financial centres as Cawnpore. ('^) 

423. Cliantble. — ^The bankers’ clientele consists mostly of land- 
lords, the ''poor-rich*', traders, and town moneylenders. All onr evi- 
dence tends to show that the relations between banker and client are on 
the whole cordial. AU clases dt indigenous bankers are kxiked 
upon, with esteem and confidence. Indeed the modem indigenous 
banker is even more popular thui some of the joiilt-stock banks ex the 

Vte flw WKiong of die madwta, mo puai. MB M bdow. 
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Imperial Bank of India. The latter, it is alleged, are aometimee alow 
in attending to their cuatomers' wants or are nnneoesaarily atriet in 
the interpretation or obsenrance of husineas teehnioalities. A modem 
indigenous banker combines np-to^ate methods of business with the 
traditional courtesy of India; his clients are his friends too. 

424. Capital . — It is imixiasihie to CHlimate with any predsion the 
amount of capital invested in the indigcnoiis banking business. No 
reliable data exist, nor is it easy to iirucure them, because the bankers 
refuse to disclose their true resources. Our only source of infesrmation 
is the income-tax defiartnient which cotnt*s in close contact with the 
bankers and is familiar with their account books. Their estimate fm 
three districts is as follows : — 


Dutriet. 

Cswntiora 

AltahabMl 

Uoiisres 


CspiUl. 

M. 

80,00.000 

18,00,000 

40JOOJOOO 


Total ... 


These three districts (lossess some 1,35 l>ankers. Taking the total 
number of hankers in the province to be 250 we estimate their total 
capital to l)|;> some Its. 2,00.00,000. 

425. Limitaiittn oi thv — The wimc two faifti>rs which 

affect the suvunicy of the tiicuirio-tnx defiartnicut's cstiniatcs in res* 
fioct of the vohinic of ugriciilliiral credit also alTect this estimate. These 
factors have been fully explained in an earlier chapter, ('”> and we need 
not rciMiut the oxpl.’i nation. We have only to add that us cases of non- 
fiaymcnt of interest arc luitunilly less coinnion in the case of hankers 
than agriculturist moneylenders , the 017 x 0 * due to the fact that interest 
IS regarded for the pur|toses of income-tax only if it has actually been 
paid, is here of relatively small importance. The first error, however, 
due to the reckoning of capital twice over, is of. greater importance in 
tlie case of the banker than in the case of the agriculturist moneylender, 
because the turnover of the former's capital is both larger and more 
rapid. 

426. Methofl of biuinct *. — fat Ramng nf fundg . — The indigenous 
bankers provide themselves with funds to meet the demands upon them 
in various ways. Firstly, the kothmaU and tarrafg, both big and small, 
augment their own resources by borrowing among themselves. The 
kothitodU borrow from other kothiwaU locally or frenn their o orreS' 
pofndents in mofussil trade centres, the big aarrafg borrow from tfaa (**) 


(**) Oiaptcr IV, pus. 984. 
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koUtitoals and tlie small «arra/« borrow from both. They also raise funds 
by inviting deposits, or by discounting and rediscounting muddati 
hundis (usance bills) in the indigenous iiuurket, or with joint«tock 
banks. The bankers raise capital at call or short notice by issuing 
danhani hundi$ (demand bills) on their oonespondents or branches. 
The payment of such hundis may by mutual consent be deferred up to 
seven days. They have various methods of obtaining short-term (as 
distinct from short notice) capital. The comiuonest meth^ is to rediscount 
darshani hundis on out-stations and muddaii hundis with the Imperial 
Bank of India or a joint-stock bank. But this is only possible wherever 
such banks exist. Occasionally, the borrower draws a muddati hundi 
in favour of an indigenous banker, who fur a small commission guaran- 
tees its payment by endorsing it; which hundi is then discounted by a 
joint-stock bank. In sucli a case, os this, the hundi is not usually re- 
discounted, and so ceases to Ims a flexible instrument of credit. But the 
use of hundis for this purixjse is not roinmoii. Usiuilly a book entry 
is the onty record of an advance. 

For long-term credit, in which, however, the banker rarely de^s, 
the most common security is a mortgage. 

427. (b) Lending. — The indigenous bankers advance money in the 

following ways : — 

(i) Prenotes. — ^These are payable on demand or at a date; the 
former are more common, as they require a maximum stamp duty 
of only 4 annas. The security is purely iiersonal. 

(ii) Bonds. — ^Tliese are instruments in writing in which the condi- 
tions regarding reimymcnt, etc., are mentioned in detail. 

(iii) Mortgages. — Wliere the amount of debt is large, or the period 
of repayment is long, or the borrower’s credit is not go^ enough for an 
uncovered advance, he has to mcnigage house or landed property. All 
classes of bankers and moneylenders, especially the kothiusalst lend on 
mortgages, for in India the ambition of the moneyed man is to acquire 
immovable property. The pmriod of redemption mentioned in the deed 
is generally six montlis to five years, but the lender does not insist on 
the repayment of a loan until the statutoiy period of limitation is com- 
ing to an end or by accumulation of interest the debt has grown to 
■uehjsn extent that the value of the security is no longer sufficient to 
cover it. 

(iv) Pledge of grain and other marketahle comnwdities . — ^niis fenn 
Ilf security is accepted both by the Jcothiwals and the arhatiae dAgling in 
grain. 
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(▼) Pawning of valuablet, etc. — Tlie ttarrafg and koihiwaU genenlly 
against the aecuritv of gold or silver ornatuenta, etc. 

(vi) Lo<iNa ON bahikhatas. — When one hanker lends to another, 
and when an arhatia fora’ards goods to a trader, n deed is seldom exe- 
4 -uted: the only record of the transiict ion is a debit or credit entiy, aa 
the case may be, in the books of the lender and the borrower. 

428. Hundia. — Htmdia are of two kinds, via., danhatii or demand 
hills and muddati or usance bills. A darahani hundi is usually drawn 
by a seller of goods on the purchaser, retjiiesting him to pay the amount 
to the order of the banker or merchant through whom the hill is col- 
lected or negotiated. 8<Niietimes darahani hundia are naed aa mere 
accommodation bills to senire tenijMirary short-term credit from the 
market ; and such “kite bills” often {siss through many hands during 
their currency. Such operalions arc extremely risky, and traders who 
make a habit of them generally end in bankru()tcy. 

Muddati hundia or usance bills are generally used as a moans of 
ftoiTowing funds; tluMr use in genuine trade transactions is rare. If 
A wants money from li, A will draw a hundi pnunising to pay a stated 
i«nm to /t or his order after a slate<1 |N*rind: or he will ai-ct'fU accept a 
hundi drawn on liiinsfdf by H. It is gene-rally a ])erson with money that 
lie wants to^nvest in some shoil-tenn security. It then either kecjiB the 
hundi himself or disi-ounts it with u hanker. An appreciable number 
of such bills are draw'ti in large trade i-imtres such as (!awnpore, 
where large bltH-ks of them find an ultimate resting pliuft in the 
{Kirtfoiios of hanks. Such hundia are [Mipiilar because they can 
easily he turned into casli, w'henever required. The aarrafa who special- 
ise in lending short-term credit hi traders also prefer hundia, liecanse 
they can discount them with banks and thus increase the turnover of 
their buainesB and its profits, and becwusc hundia, unliJee jimnotcs, are 
always punctually repaid. Very often, too, a hundi does not refnesent 
an advance by payee to drawer, hut is simply a dcMoiment by means of ^ 
which payee and drawer obtain from a liank, which they then divide. 
Financial usance hills, however, are much less troniinonly iiserl in 
the province than other documents of debt. 

In foreign countries a large nnmher of trade bills and trade accept- 
ances. (layable at a date, arc alw-ays floating in the market, and being 
backed by actual trade transactions, are more reliable than mere accom- 
modatkm bills. In this fimvince I lie number of such trade bills is negli- 
gible. Credit sales are generally on a current account, and as such can- 
not be used to mobilise further credit. 

429. All transactions in hundia are carried out tliroiigh the dattata, 
who oorceapond to exchange brokers. Their bnsiness is to Moictain the 
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daily raquirementa of the Tarioua financial and busineas houaea, to bring 
together the bnyera or sellera of hundis and other billa, and to aaaiat 
them in their transactions. They are remunerated at rates v^ying from 

to 10 annas per thousand rupeeK for demand hundit. For muddati 
hundia the price is 1 or 2 pice per hundred rupees according to some 
of our informants : but others state it at 1 or 2 |nce per hundred rupees 
for each montli of the hundi’s currency — a big variation. Tn some 
places, the seller ]>ayK the ixiiiiitiiHsion, clsewliei'e it is shared by seller 
and buyer. 

430. DUihonour of hundis. — ^As already stated, the punctual pay- 
ment of a kundi is regarded as a saicred duty, and if by chance the Nir- 
rower finds himself unable to pay, he prefers to ammge with the holder 
of the hundi to get it changed than to bear the infamy of being declared 
insolvent. Sometimes the hankers issue zikri chitthin which sre drawn 
upon their corFes]x>ndentR asking them to pay a hundi in case the 
drawee ineiitioned therein fails to do so. a practice similar to the en- 
dorsement ‘drawee in ease of need’, whitrli is otM^asionally found on the hill 
of western countrins. This is done with a view* to escaping the fienalty 
payable in tlic event of a hundi being dishonoured. A dishonoured 
hundi is veiy rare. 

431. Market praeju es. — 'I’he following are some of tlic local usages 
which have been brought to our notice : — 

(a) When the original payee of u hundi is a merchant, he generally 
keeps the hundi himself until maturity; he rarely offers it for discount to 
a bunker or bunk. 

((>) When the [Kiyee is a hunker, he (xnisioiially discounts it with a 
Irmk and utilises the prtx'oeds to buy more hiindix, thus increasing his 
turnover. 

(o) Generally holders of hundia instead of discounting them with 
banks sell or discount them in the market, with their own endorsement. 
The purchaser of such a hundi regards it os a- “mercantile treasury hill” 
or short-term investment; he veiy rarely sells a second time, though 
there is no legal objection to such a sale. If he happens to want money, 
before the hundi matures, he generally takes it back to the firm from 
whom lie bought it to be re-discounted. This practice is common in 
Cswnpme. 

(d) When the original holder or payee of a hundi is a banking firm 
which has a number of branches, the hundi is often sent for sale or 
diaoonnt to the branch where it will fetch the best price. Just before its 
maturity it is redeemed by the endevsiug firm and sent back to the 
branch, where it originated, to be paid by the drawer. 

(«) Similarly merchants and bankers, even if they have no brancbM 
elsewhere, take advantage of cheap discounting facilitieB at important 
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centres, tlirough tlieir agents or corresiiondents, to whom a small commis* 
aion is pud for negotiating their bills. 

(J) Very often a banker sends ont his representatives to mandis 
and other places to advance money on hnndis which he subsequently 
discounts. Just before maturity he returns them to his agent to be 
collected. 

(jl) Wlien a hundi is lost, a setnind copy, called paith, is issuetl, and- 
a third, called parpaitti, in the event of the second copy being also lost. 
If the third of a hundi is lost, a fourth calleil maijar or panchayati can 
ite obtained. (”). 

(h) When a hundi is dishonoured the holder gets it certilieiite to that 
effect from the tHiuehayat mrrafa of the place. 

ii) After a hundi is cerliii(‘d as uIk>vc, the seller is liable to pay tlie- 
following charges to the purchaser : — 

(i> A {MMialty, called vihrui snkrai. which is usiinlly K annas. This 
fieiinlty is Its. 2 is'r cent, in Agra, while in llareilly it is 
uniitis |ier cent, uii hundis on IVIhi and Cawn{X>n\ and' 
Itc. 1. |.)er (x*ni. on huiulix on Calciitla and Itoiiibay. The 
nikrui sakmi is payable to the sarrafu hut not In others. 

(ii) Arhiit or brokerage on the eliarge made by a eoiTeH|M)ndont. 

(iii) Ii^erest at i) |H>r eciit. (ler iinniiin from the date of negotiation 

of a hundi to the date <ir re|Kiynient of money. 

(iv) I'ostuge : at winie ]dac(H4 the imstage is lixe«l at 8 niniaH. 

(v) Wlien the hundi is negotiated at a distoimt. the seller |>ays 

the actual amount ineiitioncd in the hundi to the purchaser, 
but when it is sold at a premium llio seller pays the full' 
aiiioiiiit that he originally reeeive«l. In Bareilly and some 
other wcshfrii districts thenf was n eiisiom hy which the 
“cller, in case he had originally sold at a. priMiiiiini, repaid 
at the mtrrttf'H sidling nite of I lie day or at jsir* whichever 
was higher. Itiit as then* were frequent disputes almiit this 
rate, a eoiiventioii has ia^en emiteil hy w'hidi the sidler of a 
dislionoiired hundi originally sold at a pn'iniiim rcfniys at 
the rate of Tls. 10()-^ [ler cent, for hundis on C^ileiittu and 
llomhay and Its. lOOj (icr cent, for hundiM on Delhi and' 
Cawnpore. 

(/) The drawee of a hundi can hy mutual consent defer iiayment of 
a hundi tor three days at C!alcutta and Bombay and seven days at Cawn* 
pore and Delhi, bnt he pays to tlie holder interest at the rate of 7 annaa- 


(*') For rTUnpltii ms L. C. Jsia, Bankinf in Min/' pp, 84—89. 
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9 pies per cent. |ier month. If humlis are held by banks, immediate 
.payment is insisted upon and in case of default 9 per cent, interest is 
charged. 

(k) In some places tlie IwiikerK {{ive a rebate of half an anna for every 
.rupee of interest received by them. 

432. Hates of interest . — ^Tlic rates of interest charged by the indi> 
.genons bankers dei)end uimn the security and the nature of the trans- 
. action as tniicli as on the season. The ordinary rate varies from 7| to 
. 12 per cent, on pronotes and on mortgage of landed and house property, 
:but is most commonly il 2’^*' cent. The rate of interest charged in the 
case of loans on the security of ornaments also varies from 7^ to 12 
.per cent, liccording to the amount borrowed and the material (gold or 
silver) of the ornaments. 

Interest on advances against valuables has incretised in this province 
'during the last 0(1 years, Ih*. 1j. C. Jain has given a table (") coiii2>iled 
from the accounts books of ii banking firm wliich shows the various rates 
of inteiest which it has charged from time to time. This table showb 
that the rate has gone up from (5 — 7J per tent, in 1874 to 7J — T3 per cent, 
in 1927. We had no similiu' opiiortiiiiity to examine accounts books, but 
from inquiries made by one of us, Mr. M. Tj. Hnli, we find that the rate 
■has risen in all jairts of the pn>vince during the last 50 years. This rise 
.may be due either to an increase in the demand for this kind of acconi- 
.modation, or what seems more likely, a decrease in the supply; whilst 
:it is, no doubt, also afTecrted by fluctuations in the value of the 
precious metals, lleccntly the Im{)erial Bank of India lias also started 
making such loiins, which must tend to bring down the rates. 

When one hunker Ikhtows from another, the rates vary from 4.} 

• to 9 2’*^'^ cent., as against 9 to 12 per cent. fn>m ordinary customers on 
^rsonnl security; 0 2 )cr cent, is the most common rate. 

433. Discount rates. — Himdis for internal remittance are inirchased 
■and sold at rates which vary according to the conditions of demand and 
•su 2 )|dy, which conditions themselves vary according to season and jdacc. 
During the busy season when money is required for the 2 nircha 8 e of grain 
‘in n 2 )-conntry towns tlie rate tends to a discount ; but during the slack 
season when money is required in the big markets to 2 )ny for goods im- 
‘iwrted, the rate goes to a jnemium. In idaces where the Imperial Bank 
■of India or joint-stock banks are situated, the hundis of bankers and 
•«rhatias are purclwacd by tliose who have to remit funds, or by the banks 
for financial operations. In the fwmer case, the rate may either be at a 
•discount, at par or at a premium, but in the latter case, it is always at 


(") "Migssoiu Bankiut in India," p. SSO. 
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4 k diacoant. In thiise places the rates vary within small limits, fran } 
|)er cent, discount to } per (*ent. premium. If the amounts are bi^. 
the banks generally charge not more than per cent, which is generally 
«lose to tlie market rate. In small plat.<es, where tliere arc no Inuiks, tlie 
^rhatiaa have soinetimea to pay 6 aniuis |ier cent, or even more; the rate 
varies from 6 annas discount to 2 annas premium. 

Mudtiati hundia are current during the winter season, when the 
money market is tight, at rates vuiying between 7^ and tl |)er cent., and 
'during the slack season at 4.j[ to 7^ per cent. a(*i‘urding l4> the credit of 
'the iwrtles. The bazaar rate is sometimes lower than the Jhink rate. 

434. Syatcni of acvounta. — The indigenous hankers keep their ae> 
counts on the bahikhata system. They maintain one rukar baht or caslt 
book, one roz tiamchi or day lasik. and oiut khoto or ledger. Entries are 
nHxirded in detail, the btxiks are kept on the double entry system, and the 
entries are checked by means of a trial iNtlance or rhitthti at the end of 
the month. This method of keeping accoiints is both cheap and eflkrient. 

435. Indigoiioiis hankers deal priiu'ipally with men of biisiiiess or the 
educated, who are able to understand their accounts. They regularly 
supply their <*licnts with copies of their accounts. Our evidence proves 
past doubt that, whatever may lie said of some moneylenders, the indi- 
genous hiinkeik^' ctab* <if lamcsty is very high. 

4:tl> IndujfuoUK bonkrra ami — (ii aijrirulturr, — The bankers work 
mostly in towns and with the t>xccption of sonic bankers who arc also 
zamimlara, they are nut in direct toiwh with the agriculturists. Hut they 
do fiiuinire the agriculturists indirectly through the zantindara and the 
village moneylenders to whom they lend. 

437. (ii) Trade. — M»>st of the tr.ide of the |iii>viuce ia linance<l by 
tndigenous hankers, arhatiaa, kuthiicala and aarrafa. The small traders 
are out of reach of the jaint-stix*k bunks and it is only from the indigenous 
bankers that they rei;eive any financial a.ssistuncc. The bankers lulvanoe, 
as already staic<l. on humlia. pronutes, and the security of goods and 
oriuments, and also on bahikhataa (iHxrk entries). 

438. (ml Indualry. — ^The indigenous bankers mentioned in thiir sec- 
tion rarely advara-e money to artisans. Where they do, they advance on 
the qiat or rvjahi system. Tint big industries and karkhatuta receive 
Unancial aid from indigenous bankers against pronotes, hundia or on the 
security of goods. 

489. Indigenoua hankera and joint-atock banka alul the Imperial 
Bank of India.— ‘V/e have already described the nature of the aooommoda- 
■tion that indigenous bankers receive from joint-stock banka. Sneh ao- 
tfommodatkm is neither free nor regnhr but is songht oecaw on a l l y and 



only in the last resort, when the bankers' own funds are exhaust^ and 
other bankers will give no further credit. Some bankers have com- 
idained to us that tbe Imperial and joint-stock banks are unqrmpathetic; 
that they do not give them os largo a measure of the accommodation as 
their finaiKsial prMition entitles them to receive; that they are treated 
as ordinary cuHtomers, and no special consideration is given to their 
applications. The banks, on the other hand, say that adequate security 
nut always furthcoming, and that as the bankers generally refuse tu 
. disclose their accsiunts or publish a balance-sheet it is not always possible 
tu assess tlie true financial position of the applicants. At present there 
is nothing to prevent a dislionest banker fram exploiting his position ns 
a ‘‘banker’* and defrauding the banks. This is obviously a matter which 
bon'ower and lender must settle between them, which cannot be governed 
by definite rules. It is for the borrower to give bis creditor reasonable 
proof tliat lie can offer sufficient security, and that he has resources from 
which he can repay. But we cannot help feeling that in present condi- 
tions some complaints are justified, and that the banks occasionally treat 
applications for credij> from the indigenous banking community, whicli 
has an honourable history behind it, with too little sympathy, and are 
apt to insist too rigidly on the observation of mere foriiialitieB. At tlie 
same time, we o-unsider that the indigenous bankers might well do some- 
thing to meet the requireiiients of joint-stock banks, h'or instance, they 
might develop the use of trade bills, and encourage a more extensive use 
of hunriis. They might organise some sort of assuciaiioii of indigenous 
bankers, which would certainly enhance their financial prestige in liie 
eyes of the banks and facilitate extension of credit. And theiv are other 
possible changes, requiring legislation, which would have the effect of 
bringing indigenous and joint-stock bankers into closer contact. For 
instance, as suggested elsewhere, amendment of the Transfer of Property 
Act 80 as to IK*!'!!!!! oquitnhie mortgage by dejKwit of title-deeds, or dejwisil 
of a mortgage deed by a mortgagee ivs setnirity, would ci-eate securities 
which the liunks could accept. 

440. Difficulties of bankers. — (1) The principal difficulty which in- 
digenous hankers have to eiic<iuuter in business is that they are not re- 
cognised as iHMsessing the status of “hankers.” That is why they are 
unable to get the accommodation which the Imperial Bank of India and 
th^ joint-stw^k lianks would otherwise give them, why cheques crossed ir 
their name are not accepted, and why no distinction is made in their 
favour in- the matter of remittance facilities. 

(2) Another of their difficulties is that some joint-stock banks refuse 
to accept cheques drawn on them, and return them with the remark 
means oolleetion." This difficulty can be easily removed if a banker 
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coakes arrangeuientti with some well-known bank to pay provisionally all 
cheques dnilkn uii him and prints the name of the baitk on his cheques. 
For this purpose, all that the banker need do is to kt^ep an account with 
the said bank. There is a precedent in Enftlish practi<v. Many iMiuks 
which are not members of the clearing honsii keep an account with some 
otlier bank that is a member, and prints that bank's imine on their 
ch«(]nes as their “clearing agents." 

(3) Tlie banker suffers from the same legal diflicnlties as the money- 
lender. These are fully diACUssed In a hamcr chapter, t") They have, 
however, a special legal disability of their own, namely, that the Ikinkcrs* 
Itioks Evidence Act (XVIII of 1801) dues nut extend to indigenous hank- 
ers unless the hxial govemiucnt makes the .\et applicuhle to iv |)i<rtieular 
firm. 

441. Dcrline of thr iudhjrmms haulier *. — For various reasuna the 
business of indigenous bankers is declining. In the first place, the estab- 
lishment of modern banking institutions has resulted in the ciirtailiriciit 
of their business, lierausc they have failed to move with the times. A ^ 
few of them — only seven in this province- -have lulaptod themselves to 
modern metlKKls, hut most of them still cling to their old w’ays. Thu 
prafits of every husinessniaii must obviously de|K‘nd iifMin the si/e of 
his i’esunrcos;/ind a iiioderii banker's, siiceess depmids ou the amount of 
depiMits that he cun command. Hut indigenous hankers have nut yet 
realised . this fact; they still rely far mure on their own c»i>it»l than on 
de].)osits. Seeondly, the difTn'ulties just eniimenited are such that it is 
not siiriirising to find old bankin'.r houses arc nov. investing their resources 
instead in other business than bunking. 

Defect* of the ftyslem . — The most serious def«*«’t of the indi- 
geiiouH banking system, if a system it can be culled, is this very rehictiinec 
to acce]>t deposits. The result is olivioiis. The bankers are rather 
“moneylenders" than “bunkerM", and their utility is therefore limited, 
their prt>gress restricted. .\iid the st.'tcond defeert i.s the madeqiiate use of 
hundis. The absence of a discount market, to which we have already 
referred, robs the banking system of a nieclianisiii for the automatic ex- 
ixmsiun and contraction of credit in accordance with the needs of the 
country. 

Indigenous banking thus lacks both deposit and di(!c.ouiit businfisa, 
w'hich are the principal functions of mo«]crii banking. This accounts 
largely for the third defect, viz., lack of co-ordination between the varkme 
claeses of indigenous bankers and absence of effective liaison between in> 
digenous and modern banking. Tliere is often no link, at l>est there is 
only a weak link, between the various credit agencies. 


(») Clwpter vn. 
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B. — OtBBB INDIOBKOnS OREDIT AOEHOIBB. ^ 

443. Classes. — Berides the bankers mentioned in the preceding sec* 
tion, there are a number of other credit agencies working in this province 
which are no less important. We have alraady discussed them in a broad 
way in Chapters III and IV. They may be briefly enumerated as 
follows : — 

A . — Rur<U credit agencies. — (1; The professional — 

(a) Tile village moneylender including both the village hania and 

the village mahajan. 

(b) The sahukar. 

(e) The peripatetic moneylender — the qisheala, the Kabuli, the- 
cattle dealer. 

(d) Miscellaneous — ^the lianjara, the Dehicari, the pheritoala, the 
hluindsali. 

(2) The umatenr — 

(a) The agriculturist moneylender — the zamindar moneylender and 

the tenant moneylender. 

(b) Miscellaneous iiioneylcnders — fiensioners, temple priests, 

village servants, faqirs, etc. 

B. — Urban credit agencies. 

(a) The sahukar. 

(b) The sarraf — small and large. 

(c) The arhatia (the link between the village and the town). 

{d) Miscellaneous and crusual — the qisheala, the pawnbroker, etc. 

444. Methods of business. — We have already discussed in Chaiiter 
IV the methods of business adopted by the rural credit agencies. We now 
tom to the urban moneylender, excluding the sarraf, who is generally a 
banker and whose methods have just been described. 

445. The sahukar or town nwneglcndcr. — sahukar’s method of 
business varies with the locality and his clients. A big moneylender 
generally advances to traders and the well-to-do on pronotes, bonds, 
mortgage of property, the security of ornaments and on hundis. A small 
moneylender lends money to the menial servants of Government and local 
bodies, railways, factory artisans and mill-liands, and others, amongst 
whom mention may be made of the vrasiqadarsi**) of Lucknow, who 
barrow on the assignment of their wasiqas (annuities). Loans are, as 

(**) A wasi^dar ii a perm who is in receipt of muiqa. Wuiqa is the inteiest 
on the eecnrities invested by different kings end queens Of Ondh with the East Indie 
Compnny on the understsnding that the interest of these seenrities will be employed in 
jnving pensions to tlie relntions, dqiendonts and hnngers^ of the mling funily of Oudb. 
These pensions ore hereditary end are divisiUe according to Mnbuniniidsn taw sniwiff 
msmbers of the family after the desth of esdi recipient. 
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often as not, made on the qi»t system (re]mynient by instalments) or* 
rojhai system (repayment by daily instalments). 

Some iMWiibrokers and others deuliii;; with Knglish-knowiii)^ 
people — ^particularly the Anfflo^lndians — ^Imve remodelled their uffiees on> 
up-to-date lines, calliiift themselves **I<kii) offices” or Iiniu bureaux”, 
etc., but in their eharfjes they are as exia-bitant us the qistirahi«. The' 
eecurity may be that of a watch, a trinket, u cij'Siettu cast', a ty[K!WTiter 
a sewing machine, etc., and the kains are for short |N>riods. Some 
of these offices have develo|)ed themselves into joint-sttx'k companies, 
calling theiiiHAlves by Ku<.‘h high-sounding names us “finance cur|Kira- 
tion.” 

Among the town inuney lenders must also Iv mentioned the casual' 
moneylenders who tist' their spare funds in moneylcniUiig as a supple- 
ment to their other sourtvs of income. Amongst these ant such persona 
ns government |icnsioners, tmilers, niemhors of the leiirnetl professions 
and widows. Their usual method of advancing is on riiqqa» (pnniotes), 
the security of (»riiunients, and iiiortguges. As their aim is often to ac- 
quire landed proiierty mortgages are popular with such {leople. The 
transactions of tiiese nioneylenders are unen Het'rut but they are cninsi- 
derable. 

440. TlH^arloilhi, — 'J’hert' arc two kinds of arUiiliini. via, — 

(1) thus*' who finance the movements of crofis from the villajjca 
to tlie |M>rt towns or the consumer; and 
(‘21 those who handle the movements of finished or ini|Kirled gtaxls 
from the niamifucturers or |X)rt towns to the eonsniner. 

The iirst <'hisH of athnium make advances to the (niltiviitor or to those’ 
who move crops from the village to the matidi. They liny crojis on iN’^half 
of their customors. charging a small cunirnission called arhiif and a small 
eliarge for charity and market dues, which we have already descrilieil 
elsewhere. (“) They forward tlu‘ goods to the ciislotner on tlie invoice 
system, making u debit entiyr in the customer's acxxiiint for the value of 
the goods forwarded and for their own dues. Tiitcrcst is chargol or paid 
to the customer ai'cording to tlie debit or credit balance in his actxinnt, 
at a rate ranging Ix^tweeii 7J and 9 per cent. Advances are also inodo- 
on the eecurity of goods, such as grain, ghee or gw. 

A description of the system of the cloth trade will serve to explaia 
the activities of the second class of arhatuu. The arhatias purchase cloth 
from the wholesale dealers and pock and forward it to (heir cnstoiiicrs, 
the retail drapers, for whom tlicy buy. The wholesale dealers allow 7 
to 21 days aocordii^ to the custom of the maricet, after which period 


(») Ch^ter m, pans. 
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th^ muHt be paid, iinlesa an extension of time is arranged and interest 
paid for the extra period. The arliaiias accommodate the retail diapers 
according to tlieir standing and the character of their past dealing. In* 
terest is i>aid or charged, as the case may be. at 7 to 9 per cent. The 
principal markets from which the arhalia» buy cloth for the retail drapers 
of this proviiioo arc Ituinbay, Delhi, (*nwnj[)ore, Calcutta and Ahmedabad. 

447. 'J'iic quslwala, who in soine cases is a banker, makes advances 
not nit'rely in his headquarters and in the neighbourhood, but over a 
wide area extending to places several hundred miles away. For example, 
some of their ilaqas (circles of bnsineFis in charge of munims or agents! 
are as far away as (iujrat, Itomh.iy end the Punjab. A qistwala usually 
lends small amounts to agriculturists, or to the labouring and artisan 
-classes and milMiands in the industrial towns. The most common kinds 
of qiat urn of four, ten, sixteen and twenty niiiecK resiicctively, for which 
the siniis realised are six, twelve, twenty and twenty-five rupees, at a 
rate of one rupee ]ier month; whilst there are also qistg repayable at 
the rate of one anna a day, of which the principal amounts are two. 
sixteen and twenty ru|)eeK, and the amounts repaid are 11s. 2-2-0, 
Its. 20-10-0, and lls. 24-0-0. In addition to the nl>uvement iuned charges 
a borrower has to {uiy 1 anna 6 p«H to 4 annas as writing charges and 2 
oiinns for the stum]). 

The system of daily rcalisutiuii is culled rojiihi, and is popular with 
the mill-hands and other wage-earners. There are also other one-day 
loans w'liieh am repaid either the siune day on which they are borrowed 
or on the next. They are jiopular among petty traders, hawkers, and 
drivers of akkas or tongas. The rates of interest vary from 2 annas per 
cent, to 1 anna {ler nit>ee per day. 

448. Methods of raising funds. — ^\Vith the exception of the arhatias 
who borrow money by floating hundis in the market or by pledging goods 
with the commercial banks and the Imperial Bank of India, the credit 
agencies iiientJoned in this section generally work with their own capital; 
bnt if they require additional funds they obtain them -in the following 
ways : — 

(1) 'The town moneylenders and pawnbrokers borrow from other 
moneylenders on pronotes and also by repledging the ornaments pawned 
witb^thera. Some smaller sarrafs also resort to the practice of repledging 
4he ornaments. 

(2) The grain arhatias borrow from their principals at important 
trade centres or from other indigenous bankers, viz. holhiioats and big 
sarrafs. To provide himself with funds a moneylender of this kind freely 
issues hundis on his correspondents or principals at important trade 
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centres or on those to whom he sells his {;oods. At places where piint- 
stoc'k hanks are w’illin^ to advance money on the security of jiniin the 
arhatiag borrow from them also. 

Cloth arhatias obtain fiiiiila by issuing iisiince hills or hy boirowing 
funds from other indigenous Iwnkers: Init as they work luostly in ini* 
ixirtant trade mitres like 13oinhay, Calcutta. Delhi or CawniHire, they 
Jo not find it difficult to jiet theii' hundis discounted. 

. 449. Numben. — As in the case of hankers, so with other credit 
agencies, it is iiiiiiosKihle to ({ive their nuineric^al strt'ii^'th with any 
precision. The census ii^'ure of 10*2] for all kinds of haiikers and 
inoneylendtu's in the province was over millions, of whom some four 
liundred thousand are workers, and the rest are dcpciidnnts. 

4o0. Caitita '. — The rAnarks wliwdi we have made n'^ardiii^' hank- 
ers' capital apply to that of the nuaieyleiiders. The Income-tax de- 
|iartmont's estimate of moneylenders' capital is *20 ermes, and 5 crort>s 
for thos(! wliost> income is between Us. l.tMH) and Us. Q.OtKt. 11 is 
im|x>ssil>le to obtain any a«'cnrale fij'iires for the small men wlir>sc inmne 
is Ix'low lis. JJMmk These estimates are all incredibly low, and tlio 
department admit it freely.(”>. 

451. Relation to (it atiricultnrc. — The part which the dilTen'nt 
classes of villaj^tv moneylenders play in financin;; the n;!rieuHuro of the 
country has alsti been aln'ady disinisscd in chapter MI. The town money- 
lenders make advances mostly on the qM finstalmimt system); the small 
Hustorris of i.iicknuw and the Hurhias of Dorakhiair are strikin;; exam- 
ples. Ijoans are also made on the pawning; of oriuiments, both uold and 
silver. 

45*2. Relation to (it) trade, — The major imrlion of the trade of the 
province is financed hy the arhatias and town moneylenders. Joint- 
stock hanks and branches of the liniwrial Dank of India have lieeii 
established in all the .ini{Ma‘tanl towns of the province, but they do 
little to supply the credit needs of l<x*al traders and tncndiants. Thtur 
rules re^'ardin;; security and forms of iiistriinients are strict, and the 
branch nianH;|[er8 have no discretion to make advances in contravention 
of those niles. Bniall traders and husincssineii rcfcard such bunks as 
unapproachable. The indif^enous credit agencies advance against the 
security of goods, pledging of ornaments, on firouotes, bahikJiaUu (book 
entries) and hntulis. 

453. Relation to (iii* iudtutry . — Small industries are financed by 
petty town moneylenders, by dealers in finished wares or by the suppliers 
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of raw iHaterials. The laat of these do not charge any interest if the 
amount is repaid within a week or m, but recoup themselves by the re- 
latively low prices at which they can obtain the finished wares. The 
dealers make advances to secure a hold on the artisans. The town money- 
lenders lend money on the qut or rojahi systems. As the artisans can 
offer little or no security and the lenders know that they have little 
chance of recovering the princiisil sum, rates of interest are exceedingly 
high. 

Big indiistries and owners of large scale karkhams are generally 
men of substance; they deal mostly with big moneylenders who do not 
charge high rates of interest. 

454. Relations icith the Imperial Hank of India and the joint-stuck 
banks. — 'J'he credit agencies mentioned in this section cun obtain fin- 
ancial assistiiiice fiDni the Im))erial Bank of India and the joint-strx-k 
banks by pledging their st(K;ks, a facility of w'hich the arhaiias w'ho di-:il 
in gmin miikc full use. The arhatias also obtain acc‘onimo<lation by 
rediHcoiniting hundis. 

456. Rates of interest. — Tlie arhatias usually charge 71 to 9 per 
•cent, interest — the rates of town moneylenders lie between 7^ and 1'2 
ficr cent. — on hundis and proiiotes, with 9 per cent, as the most com- 
mon rate. Interest on mortgages of house proi)erly varies between 71 
and 12 per cent. ; on mortgage of zamindari the interest ranges between 
d and 12 per cent. Petty town moneylenders operating among sniaii 
people charge up to one anna jwr ni|H.>e per month. Village money- 
lenders charge between 18 and 37J per cent, interest, but as aln'iidy 
stated tlie geiiorul mte is 24 per cent. For mortgages of smalicc 
muoiints 9 to 18 i)er cent, is charged; 1.2 jier cent, is the usual rate. 

450. System of accounts. — Credit agencies w'hose dealings are 
Amongst biiHiiicssmen and educated iiersons send copies of accounts to 
their clients, whilst those dealing with the illiterate explain the ac- 
count whenever required. It is in evidence that in certain parts the 
accounts of agriculturists with their clients are made up after every 
crop and are explained to them in the presence of other clients on fixed 
dates. Complaints are. often made that village moneylender's do not 
keep their accounts pro})erly and that a debt once borrow^ multiplies 
with amazing rapidity: but these complaints are vague, and in the 
absence of definite proof we regard them as grossly exaggerated. 

457. Public opinion. — Sarrafs, sohukars and arhatias are honour- 
able men, whose business methods are honest, and they are deservedly 
held in high esteem. The qistia charges interest at a iisunotis rat^* 
ihongh his profits are greatly reduced both his nnmerous bad debi'* 
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and by the custliiiess of his system, with its host of travoUing gnmathtaa 
and sipahu: bat he is popular b(K.*ausc tliat system is so t*onvenient to 
his clients. The same is true of the Danjorus, who also bring money anti 
goods to the debtor’s door, and they arc well liked despite their (ictty 
exactions. Opinion regarding the village nionex lender is divided. 
Some consider him as wholly abominable, — an niiseriipiilous usurer, a 
land-grabber, the foineiitor of factions and lawsuits; others eoniinend 
him as the cultix'ator's friend, the traditional gnartlian of bis pro|ierty, 
an ever present help in time of trouble. Kvil genius or good angel, — 
the truth lies Iietween these extremes. Me is usi'fiil. for it is Ids money 
that enables the cultivator to plough, to sow ami to reap, that brings 
the crops from field to threshing fl»M>r, fnun threshing flistr l«» market. 
He is greedy, but bis gret'd is limited by ilismdion: his roriiiiies arc 
bound up with thosi.* of his clients, and if he harms them, he harms 
himself. In short, he is a iH«ces.sity. The ciiltix'.itor knows it, and 
embra(*es what he cannot eschew. The moneylender knows it. and 
"turns his n<‘eessity to glorious giun." 

Ah for the ICahiilis. the Marinas, and their like, they are rather 
roblters than moneylenders. 

458. DffrriH . — The di'fects of indigenous hanking are alst> the de- 
fects of nioi/'vlending, — lack of co-ordinutioii, of siiitahle credit instru- 
ments, of adequate faeilities for «^»taining acreomniishition when re- 
quired. Hilt the xvorst defoet of the moneyletiding system is its exor- 
bitant interest. 

— ]'(>S.SIDI.F. IIEMKDIKS IN 'HIK KXIS’IINO liXNKINO SYSTEM. 

(it Cnnsuliitattoii of ituliijenouH hanUs and lamkcrH. 

459. Having examined the problems, we eoine in the remedies, 
4tnd deal first with the indigenous hankers. Our analysis of their cir- 
cumstances makes it abundantly clear that the indigenous hunkers are 
now, and wilt remain, an indispensable element in thi^ fiimiieial sysUmi 
of the country. Their resuurt'es are limited, tlicir mctliiMlK antiquated ; 
but they maintain traditions and standards which, tlioiigh old, am 
honourable; they possess xvide knowledge and varied cxijcrience, and the 
world would be tlie jNjorer by llieir extinction. Fortunately, their ex- 
tinction is not even desiruhlc; tlie true remedy is not to end hut mend 
them. We have received iiiinicroiis suggestions for the iinfirovement of 
the indigenous hanking system. We have rimsidered them carefully, 
■and we believe that several lines of adx'atuie are oihui. lint wo can 
■do no more than state the possibilitief ; the Itniikers »heinselves must 
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decide by which road, and at what speed, they will move. The possi* 
bilities are as follows : — 

(1) The ti'ansforniation of indigenous bunkers into private limited 

liability cuinpanies. 

(2) The anialgaiiiation of the business of l«)cal indigenous bank- 

ers into joint-stock banks. 

(9) The establishment of what arc known in Germany as “Com- 

mundit” principle banks. 

(4) The appointment of indigenous bankers as agents of joint- 

stock banks or of the Reserve Itank. 

(5) The foririatiou of 'a co-ofiemtive bunk of indigenous bankers. 

(6) The adoption of bill-broking us an integral part of the indi- 

genous banker’s business. 

(7) The re-urguiiisatiuii of indigenous bankers on nicHlem lines. 

400. Private limited liability companies . — ^Tliere is at present a 
tendency in (iiJs jirovinee for joint family firitis and others to register 
themselves as private limited companies. They thus seek to reap the 
advantages of limit(‘d liability, whilst retaining the prineitml advantage 
of the pi'ivnie firm, namely, its soi'itM'y ; for a private limited coniiMiny 
need not puhlisli a balaniMf-slieet. It is asserted that by this system 
tlio banker is unable to withdraw his capital; but there is nothing to 
prevent him fnun withdrawing it by making a ham to himself. 
Though the absence of a ]nibliBitea balance-sheet is a grave fault, yet 
such a company, at all events, Incomes a separate sind regular corjwra- 
tion. We do not, therefore, oppose the formation of such comi)anies, 
although wo cannot I'egard their formation as a complete solution of 
the present defects in indigenous hnanco. We reconrimend, however, 
that any provisions that may be made for the regulation of public bank- 
ing companies sliould u]>ply to private limited liability companies as 
well. 


461. Amalgamation of itidigenous bankers . — ^In his book on indi- 
genous banking Dr. Tj. C. Jain has suggested that in every village or 
small town the indigenous moneylenders should combine on the joint- 
stock principle, pooling their capital resoiuxTes and forming themselves 
into indigenous joint-stock banks. The indigenous moneylenders and 
banke|» would act as directors and paid employees of the bank, besides 
eaniing dividends on their diares and interest on their depo8its,(''> 
Dr. Jain claims for his proposal that these would be true banking insti- 
tutions rather than mere inoneylending agencies, that th^ would be (**) 
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ecoDOinical and mnvcrt dormuiit luKirds into ik'iHKiils. Ikit any sclienie 
which does not leave the indigenous bankers free lo earry on their 
business as they please does not ap|a'ar to iis iii be feasilile at the pre- 
sent tiiue.C") ]ty this profMisal some of ilie indii'enoiis l>ankers who 
join the anialgainution innst give up active biisiiii'SN. 'I'lio eboiee of 
manager, managing diivetor and direct4>rK will (*aiise ennstant ipiar- 
rels. We are of opinion that at present sehenies of allianee art' inure 
lutictical than soheineK of eoinbination. Ibit we do not liesiiate to nt- 
commend the pro)K>sal to indigentNis bankers aiiil tiioneyleiiders os a 
desirable ideal. 

4&2. “Com}MatulU” ftri-Hriplf hanks . — The esiablislinieni of banks 
or braiielies of banks on "(k)iiiioandit“ principles (as they are called 
in (jermuiiy) is an arrangeiiient by wbicli one or more private bankers 
hceonic the chief contnjiling ollicers of a joint-stock bank and also 
its {Mirtners. The liability of the sliarcliolilers is limited to the amount 
of their shares, but that of the partner-bankers is iinlimiU‘il and extemla 
to the whole of their jirivate fortunes. To eoni|iens»le them for this 
unlimited risk they generally ri'ceive 20 (ler cent, of the pi’ofit.s of Uie 
bank. 'J'be advocates of this system claim that it takes tlic fulIcNt ad- 
vantage ofy>lie banker's l<H*al knowledge and ex|S‘ricnce by ensuring 
that the prusjierity of the bunker is linked to tlio pms|H'ril,v of the liarik, 
whilst the principle of unlimited liability ensiinw rant ions working and * 
inspires contidence in de|.iositors. Such banks can lie fornied under 
seetkni 70 of the Indian Companies Act. 

460. .4f/riiciex or brnnehrs oj joint-slM-.k hanks on “(lommandH" 
principles. — It should lie isisHible for banks to eslablisli brandies on 
the "Coiiimundit” principle. A Itiink instead of n|)ening ii brunch 
would arrange with a banker to supply him with funds up to an 
agreed amount, over and above his resuimrt's and Irs'ul deposits, to 
divide profits in a pi'e-arranged manner, but in case of loss to bold him 
liable for the. whole or a part of the loss. The lending bank, whilst 
retaining the advantage of limited liability, would enlist the snpfiort 
of the banker’s local knowledge and (Miimexioiis. .A fear has been 
expressed that in anch a caae the parent bank c’oiild not exen'isc proficr 
control; but we cannot aliare tliat fear, ao long us the bank takea a 
real interest in such agencies. The ay«t*mi has been worked in rjermanj 
for over 70 years with excellent reaiilts. Hut its aiicccss must dcfiend 
upon the bankers themselves. They must satisfy tb»' bank that they 
are solvent, and that they isissess tlie requisite knowledge and capacity 
to do Biiccessfiil business. Tliey miiHt |>r?rmit them to examine their 
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accountn and exontise Home control over their operations. Unless the 
indi^fenous bunkers are pre{>»red to agree to these conditions, no bank 
could entrust tiiern u'ith the use of its niiine and all that it means. It 
is unnecessary to discuSK details since they will defjend upon a variety of 
citcumstances and must lie left to the contracting [Hirties to deter* 
mine in each individual case. 

464. Indigenous bankers as agents of commercial ' hanks. — Anotliei- 
poflsibilily is tliat joint-stock banks, instead of oixsning branches, should 
appciint indigenous bankers as their agents to conduct all or certain 
B|iecified forms of business for them on a basis of commission or division 
of profits. .The exact terms of agency must be a matter foi: the con- 
tracting parties to settle. This arrangement would again ntiliae fully 
the local knowledge and exfx^rieuce of the indigenous bankers and make 
expansion possible at a relatively cheap cost. 

465. .^gcneic8 of the Reserve Bank. — ^Wliether commercial banks 
find it imprwisible to create such agencies or not the lleserve Bank will be 
able to utilize the services of indigenous bunkers in this manner. The 
bunk would, of course, pj’osi'ribe certain conditions atid safeguards before 
up{M)inting an indigenous banker ns its agent. Siiu'e indigenous banker's 
are in iiitiiiiute touch with t!ie public uimI exist even in tlie smallest 
towns this method a)i]>cars suituble to bring about ii speedy expansion of 
organised credit. 

466. Indigenous bankers' co-operative bank. — We have also eon- 
eidei'ed the suggestion of a co-u[iei‘ative bank consisting of indigenous 
bankers working in urban aitvrs. At present indigenous bankers com- 
plain that the jnint-stcK'k bunks c4Uinot, or at all events do not, give 
them all the accommodation that they need; but a co-operative bank 
of their own would do so. discounting their hundis and rediscounting 
them with the Reserve Bank. Sucli a bank could also act as art 
acceptance house. It would leave indigenous bankers free to 
curry, on their business as they please, wdiilst supplementing their 
resources and acting as a link between the indigenous inker's 
and the- Reserve Bank. The greatest value of such a bank 
would l>e educative, since it would keep its nieniliers in touch with 
the daily movements of the money market and train apprentices in 
up-to-date methods of banking- We foresee certain difficnlties in tMs 
proposal. P'or instance, will tlie number of bankers willing to join the 
bank be sufficient to 'make it a success? Will the bank succeed in at- 
tracting sufficient working capital to^eet the needs of all its members? 
Will the profits earned be sufficient to compensate the members for 
other possible inconveniences, e.g., the decrease in their resoiurces due 
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to snbficription of capitnl to tlie bank? Wo do not, however; repird 
these difficulties as seriuurt; and reeoniiiiend the pro|MW(il to the indi* 
j^enous Imnkers as a ]xwsible conneelint; link Indween them and the 
eentnil bank of the eouiitr>'. 

407. liiU-broking Iwusvs. — It has also been sii^'^'ested that indi- 
genous bankers, especially aarrafs, should n>-incMlel their business so as 
to include bilUbrokin;;. Ikirrowers who (‘annot offer seeiirily aetvptablo 
to the banks could then approach them throu;'1i (he aarrafs, who would 
thus become a valuable link between the banks and the tretieral public. 
And their fiiuctions could be widened s(» as to include atnvptniu'c of 
bills, ojiening of and guaranteeing coinineixMal credits, etc. Their 
position w'onid be analogous to that of the bill brt>kers and dineount 
Iioiiaes of London, resitoctable and civdituble in every way. We feel 
that this would Im« a natural dcvciopinent of the extension of facilities 
for the n.‘disc«)unting of bills which the (rentral banking organisation 
will provide. Ihit wc also feel (hat it would I>e undesirable to rt'striet 
the activities of indigenous bankers in the future banking systeni of the 
country merely to bill-bFokiiig. Though s<>nie might s|H*<*ialise in this 
form of credit, they are capable of jdayiiig a luiicli bigger rol«*, ond 
nothing should be. done to limit the scope of their utility. 

‘M>s. Jli -tirijanisaiioa of bauhs. — One thing, hi»wever, 's clear. If 
the indigenous hanker wishes to (xuitinue starving his country, ho must 
adopt iiKxlern iueth<Mls and follow iiHHleru teudeucics. .He cannot stand 
still: he nni.'<( move forward, or move aside altogetluu'. If indigenous 
bankers find it difficult at present to re-organist^ their busincKs on any 
of the lines siiggeshHl alKive, they can at least enlarge its sco|m' so as to 
take in de|Hisit hanking. Hut who will take tlie lead? ttiir an.'^wer to 
this (|ue.stinn is that (he Jteserve Hank should providi.* a system of 
recognising bankcra. The Bchemc should Iw ora* of whkdi indigenous 
bankers will find it worth while to take advantage whilst involving no 
risk to the central banking agency. 

469. CowUthna of recognition. — ^We suggest the following condi* 
tions of recognition : — 

(a) Hestriction to hanking and allied bnsiri<>ss l<» the exchision o( 
trade. 

(5.) lie-organisat ion of banking business on modern lines. 

(c) Maintenance of an account with (ho Iteserro Hank. 

(d) I'eriodical audit of acconnt.s by approved auditors or iioriodi- 

cal inspection of accounts by the Reserve Rank. 

We need hardly emphasise the 6rst of ttiese conditions. It is an 
axiom of banking that any combination of credit operations with trade 
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or specula tire dealings is luosl dangerous. Speculation has caused the 
downfall of many indigenous banking Arms. We agree witli Mr. Tha- 
kur wlicii he writes as follows : — “It niay, however, be mentioned hero 
that private bankers would greatly enhance their business and coniidenm 
in themselves if tlidy confined their attention to banking and allied acti- 
vities and did nut particiinte in active trading, involving trade risks. 
They could, of course, continue their commission agency business, but 
anytliing smelling of trading on their own acciount with the depositors’ 
money would in the long run bo injurious to thdir prosperity. “(”) 

As for the second condition, it is obvious that a hanker who receives 
deposits, both current and fixed, and issues cheques and pass books is 
better able to augment his resuiirces and meet the credit needs of his 
clients than one who dejiends u])on his own resources, borrows only occa- 
sionally and lends incautiously. He can also afford to lend at lower 
rates of interest. 

The last two couditions neeil no comment. Nobody can roap the 
benefits which are provided by a cientral banking agencj’, unless that 
agency holds a ])ortinn of his funds in de|M>sit ; no banker or bank can 
secure public esteem, let alone public “recognition,” unless he submits 
liis accounts to jieriodical audit. 

470. PrivilegeK of recognition . — As against these obligations the i-e- 
cognised bankers should have certain definite privileges as follows : — 

(d) The discounting of bankers’ hundiit. 

(h) The facilities provided by the Bankers’ Books Evidence Act. 

(r) Bemittance and other facilities. 

No greater advantage could be conferred on indigenous bankers than 
that their hun^is should be discounted at or near the bank rate in 
quantities liiniteil only by their own credit and that of the primary 
party responsible for the bill. 

Tlie Imperial Bank of India already affords special remittance faci- 
lities to the joint-stock banks, but does not at present treat indigenous 
banker's as “bankers.” Becognised bankers should have, as far as 
their credit allows, the same treatment and position as a joint-stock 
bank. 

471. If a class of recognised bankers is thus created, we cannot doubt 
that it will grow and {Hxisper, and become a source of strength to the (**) 
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banking svRteiu of the country. Itut wc must rej>eHi ilitii indigeiioua 
bankers must be left entirely free to ask for m'ognition or nut, as tltey 
]tlense. There shmild be no interference with ilie individual liberty 
of a private bank or bunker, who must be allowed to “eoiitiiiue their 
activities as best as they like, and lui sort of i-beck or rt'^ulaiions should 
be iin])08ed upon their biiainess. The sanctity of private business so 
long as its liability is unlimited and it docs not violate public murals 
should be left untouched. 

(«) Sttgifcittions for the inipromnnif of ofhrr crrtlil tujvnrU’H. 

In another chapter we have luade su;:'p‘stions for the general 
iinproveiiient of the credit .system of the pi-oviniM*. Ktir iiistanco. in res- 
laart of agriciiltunil «'redil we ha\e ivi'tiiiimeiided an expansion of primary 
cOK>]H‘rat ion . the civation of co-«i|MM'ative marketing sik‘ietios, and 
the constitution of a provincial cn-o|H‘rative hank. Similarly, in the 
domain of industry we have pro|Hisi'd the civation of co-i>iM>rntive artisan 
stx'ielies laith for credit and sale, together with a provineial iiiditstriul 
hank, the I'liex of tia* system. To iiavt the luvds of landlonls and- others 
who require long-term eredit . we have rt.'commended the eoiistitiition of a, 
land moilgage hank. Iti.'garding the prohlem from another as|HH^t, wo 
have fiiKiher ^veomiiiendeil that the |Hitential debtor he taught the ele- 
ments of tinaneial prudenee. the dcsirahilitv of equating his exiHUiditiire 
to his income and of avoiding, or at least redueiiig to a minimiiin, liia 
Ixirrowiiig for inifirfMluctive |air|M)seM. In .short, we have made aucii 
pro|Kisals ns in oiir jiidginent will facilitate the cn-ordinntii>n of eredit, 
the control of his lending by the creditor, and the c*ontrol of bis liorrow» 
iiigs by the debtor. 

478. The question at ill mnnins what ie to lie done with moneylender. 
•One tiling is certain, that the inoiieylending fraternity will bitterly re- 
sent and stnmgly oppose aiicli changes as we have aiiggesled, dinwied 
aa they are to restrieting their oiienitions and rediK'ing their gniria. 
Nor will those changes result in bia d!Kap|K*a ranee. I’aiiry ia ns old 
as the world: no country has ever siiccmled in abolishing it, no roiintry 
•ever will. Whatever incasiires of reform may Ik* undertaken, however 
•perfect a system of eihication may be, there will iilwaya Ik? fiKjIs and ajs*nd- 
ihrifts to make bnainess for the usurer. It is useless, lliercforc, to con- 
sider whether it is or i.a not desirable to do away vvitli our prewnf inoiiey- 
leudera, because it is impossible; and none of mir wiliie,<*s<‘s, indeed, 
have even suggested it. They have, however, made various pnqHisala 
to regulate their o|)eration.s and safeguard the interi?sfs of their »*liente, 
which we now propose to examine. 

B. T. Thokur, OrgoKirafhn »/ Unnling p. 34(1.. 
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474. Inclusion of moneylenders in co-operative societies. — ^The first 
snggeBtion is that nioneylendera, especially those in rural areas, should be 
induced to deposit their funds with a co-ojMirative credit society on condi* 
tion that they cease lending money priyately to the members of that 
society. We have disciisHed this proposal elsewhere. ("> In present 
conditions we doubt whether any moneylender would be prepared to for- 
feit his independence; he is, as he always has been, in determined 
autagonisni to the co-operative movement. But even if he abandoned 
his altitude of opposition, the proposal involves one great danger. The 
moneylender’s financial status would quickly enable him to dominate 
the society and dictate its operations; before long, instead of the society 
using the moneylender’s funds for the benefit of its members, the money, 
lender would be in a position to use the society’s funds for his own 
benefit. It may be that a society of the new type which we contemplate, 
— ^the “general puriioses society”, — ^may acquire, in time, snffii'ient in- 
fluence to keep him in check. At all events, we cunsider the ex{)eriiifient 
worth making. To win this dangerous enemy over to the side of eo-ojieru- 
tiou, to secure the benefit of his knowledge and exi>cricncc, would be no 
small uchicvenioiit. 

475. Formation of a co-operative simety of moneylenders.— A. se- 
cond suggestion is tliat the nioneylenuci's in a particular locality should 
lie induced to forin themselves into a rural hank lending money to the 
primary societies of the neighbourliood, not to individuals. We have fnllv 
discussed this inxijiosul in an earlier chapter, (”i and Jinvc nothing to adil 
to what we have already said. We think the exiierimcnt might bo 
tried; but we cannot pretend to feel sanguine of its sintx^ss. 

476. Licensing of moneylenders. — Many witnesses have recommend- 
ed the licensing or regist ration of moneylenders. As a condition of 
receiving a licence, the moneylender must bind himself not to charge in- 
terest above a fixed maximum rate and submit to inspection of h'.s 
accounts. In return he w'ould be given certain iwivileges, namely, free 
credit with some bunk, either the Beserve J3ank or one of its agencies or 
the district co-operative bank; and the right to the same facilities for the 
realisation of his debts as are at present enjoyed by co-operative societies. 
To this proposal there are obvious objectHins. Firstly, it would be diffi- 
cult to induce either the lleaer\'e Bank or any district co-operative bank 
to give a moneylender easy credit; the Beserve Bank could scarcely be 
expected to deal with such small fry, and a district co-operative tonk 
could scareeljr be expected to finance one of its own rivals. Secondly. 

' (") Chapter VI, para. SUS. 

(*•) Chapter VT, para. 302. 



( 289 ) 


it would be quite ini^Kissiblo to ensure tlint » mot lev lender nbservetl tlio- 
conditions of Ins lieeiure; and if he did not. tiie only [Kissihle penalty 
ntxild be to revoke the licence itself, which, since ite would then rt'siiine 
independent oiieratkins, would si'sircely net us ti deterrent. Thirdly, no 
moneylender would l>e willing to take out such a licence if it involved 
the auditing of his accounts. FinuUy. such a sclieiuc wouhl iiiertdy 
n>strict credit without controlling it. 

477. Rendering of aecuunUt . — We hatve rt>ceivcil iiunu-ruus coin- 
pliiiuts tliat moneylenders do not ktHsp their accounts n'guliirly or lioiieatly, 
und that they refuse to explain them to their clients. The rcnicdj' usually 
suggested is legislation on the lines of the Punjab Jlegiilation of ^Vccuiiiits 
.\et. which prewrihes forms in which iiccounts art* to be kept and requires 
iiionoylendcrs to send a copy of thosi^ oi't'oiints twict^ a year to their 
clients. We doubt whether such practices are widespread in this prov- 
ince. Indeed, there is evidence to show that in suiiic districts it is the 
iiiuneylcndcr's regular ciistoiii to explain his airoiiiit to every client on 
<x’rtain Axed days. Then* is also ovidemre which shows that i‘rn)rs in 
tlic account an* not always in favour of tlu* cn*ditor.f”» Again, the 
principal object of ]'<*iidering a periodical aoruiint is to eiiuhle the rtvipient 
to coiiJiKire liiat/accuunt with his own. But in the ftrcvailing state of 
illjter:u-y few debtors keep any account; and obviously, unless ho duos- 
so. the creditor can still inunipiilate his atHroimls, since though the debtor 
may sus|x.*ct manipulation be will not la* able to pnwe it. I''iii't)i(!r. thiaigli 
the law may forbid the levying of a fee for pn'pariiig siicb iin imcuiint,. 
we feel little doubt that the moneylender in one way or nnotber will 
pass the cost of pivpuration on to his debtor, either by laising the price- 
of credit, or by inreiitiiig siunc new custoiiiury fee not directly connected 
with the t>rt*paration of the account its<*lf. T,astly, uiiIi’sh the forma 
prescribed by the Int'al fioveriiment are of the simple -t possible kind, 
the moneylender biinstdf may be unable to Tiil Iherfi up siitisfaclorily. 
Por though he is genenilly literate, be is very often iii.siiflicicntly educated 
to understand'a complicated form. 

478. These are the principal ))roix)snls which w(* liavi* wjtiuvcd for 
regulating und restricting the moneylender’s operations. W’hilst apfirov- 
ing of none of them, except on an cxperini<*nlal bii.sis. w<* have nothing 
concrete to put in their plact*. The village moneylender himself re- 
qulrea education almost as much as the (icasant. Fia* tin* rest, the 
competition of the new credit agencies which we have suygcsled will 
in the ordinary course of events coiii|x*l biic to reduce Iiis rates, 
and mend his ways. 


(**) Chapter HI. pare. 99. 
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479. Miscellnneow recommendations. (1) Bills of exchange.- 

We have already explained that the most common method of recordinj; a 
trade advance is an entry in the books of the lender and also of tiic 
borrower if he keexjs accounts; and we have recommended that with 
the object of increasing the flexibility of the credit system indigencius 
bankers and joint-stock banks should co-operate to encourage the list; 
of bills of exchange. It will be a long time before these can be intro- 
duced into rural ureas. But their use, as also that of muddati hundin, 
can certainly bo pojiularised in the towns. The eHtablisliinent of a 
central bank should contribute to their increased popularity since it will 
-extend the facilities for rediscounting. 

(2) Stamp duty. — ^We also suggest the reduction of the stamp duly. 
This at present is eighteen pies per cent.; and as the bills current in the 
market at the present time are generally imyiihle at Cl days, the stuiiip 
duty works out at 9 jiics (ler cent. ]>cr month or 9 annas jier cent, per 
annum. Tliis is high, and we therefore suggest that the duty' on hilU 
£)aynble within six months iifti'r date or sight should be reduced to the 
level of the duty on demand promissory notes; whist bills payable within 
six months after date or sight shonld bo reduced to the levid of the duty 
on demand promissory notes; whilst bills payable w'ithin 30 days should 
be treated as demand drafts, and become duty free. Tlie average annual 
income from the sale of hvndi stamps in this province for the trienniiiin 
ending March 31, 1929 w'us Bs. 72,525, and the loss to provincial ri'- 
venues entailed by this reduction may therefore be put nt Bs. 7O,0(K). 
We notice, however, that whereas the rates of non-judicial stamp duties 
have bf^en increased considerably in many other piovinces during tha 
last 10 years, the rates in this pioviiu’e still stand nt the original figures. 
'Tliey lire acconlingly 51 years old, and the Ciovernnient cun easily re- 
coup this loss by enhancing the duties in other directions. 

(3) Banhers* association. — We strongly uige that a piovincial 
bunkers' nssiKrialion lie formed w’ith branches in ini]X)rlant towns, of 
which not only the joint-stock banks but the indigenous buinkers sliould 
be members. The princi|)al object of such an association would be to 
enable banks and bankers to arrive nt a better understanding of their 
-common problems and interests. 

(4) Minor recommendations. — («) Joint-stock banks should allow 
indi^nous bankers to overdraw for short-periods on the security of equit- 
-able mortgages. 

(b) Tlie central bank should have {rawer to accommodate indigenous 
bankers by discounting their hundis either (1> at the some rate as joint- 
etock banks if they undertake to maintain a niinininm current account 
with the central bank, or (2) at a slightly higher rate if they do not. 
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(c) The proposed baukers'assoi'iutioii slionld take atejM to collect 
iiiforuiation regarding the practices in various luarkcts ivlatiiig to liundis, 
aud so far as possible to standardise tliein. 

480. Vernacular scripts. — (a) There shoiiUl Ixt no restriction, 
whether legal or custotnary, on the use of vernacular st'ripts. .\n excep- 
tion is the sarrafi script, the use of which should bo disiroiiragt'd, unless 
existing variations in that script ai'e abolished. 

(b) Chetjiies and pass books sliould Ih‘ issued in the venuicular us 
well as in English. 

(i'll) Co-ordiuatioH of credit annicirs. 

481. The Heserve Daitli . — Wo have now conipicled on pro- 
|H>sals for the rc-organi.sation of credit within the |irovince. Hut 
tlic provincial ctx'dit .system caiinnf he divonvd from the ctiiintry's 
cn‘dit organisation as a wliuic, and we venture to imlii'ide hrieily, 
u'liat. in our opinion, that or$>anisati(in should he. .\t the hip 
we eontcinplate that there should lx* MUiie ly[M^ of central hank, such us 
that reconiiiiended hy the ciirreiwy coiiiniission, whoM> primary func- 
tion would be to liK>k to the curivney and credit needs of India.. Most 
of our witnesses are in favour of the con.stitutioii of siicli a hank. The 
hank should have |Hnvcr to cxiKtnd and contrat'l <‘iirrency aeconling to 
the doniands of ^rade, and instruments of credit, like hills, should form a 
part of the coA'er of currency. Thert> should he a branch oi the bunk 
ill every piuviiice. Since it must ms'c.ssarily assume control of all trea- 
suries, sub-treasuries and currency chests, it must have an agency or 
siih-ageiicy in every district. We have already suggested that theso 
agencies should lie entrusted to res|Kinsibl(i banks and iKinkers. Ihit 
we consider it undesirable that any part'cular bank or hanker should have 
the monopoly of its agency business. All hanks will naturally kf*i!p an 
attcoiint with the central bank; so too, we ho|N.*, will all bankers, 'llic 
smaller credit institutions, su*‘h a.s primary co-o|icral^e .viidelies, will 
be linked to it through their own controlling institutions such as the 
provincial co-u|ii'rative hank. Thus the central hank will be able to 
reach and asaist even the smallest credit unit. 





PART V. 

CHAPTER XII. 

iNVfiSTMENX IIABIT AND A'n'BAOTlON OF CAPITAL. 

482. The "hanking habit." — ^Tbe first step in the evolution of 
modem Englisli banking was taken when the Londoners of the Kkb 
4 !entiiry acquired the liabit of depositing their 'surplus money and 
valuables in the charge of the city goldsmiths for safe custody, receiviuj; 
in return a promise to repay on demand. The second step came when 
these goldsmiths' clients,' realising by exiierience that these proiiiist-s 
to imy were as good as payment, began to pass the "notes," on whicli 
they .were recorded, from hand to hand as if the notes theinselvcs 
were money. Tlie third step was taken when the goldsmiths dis- 
covered tliat, — partly as the result of the circulation of their own notes 
«B money, — the deix)8its themselves remained undisturbed for loii:; 
periods, and conceived the idea of using, with the consent of tlir 
owners, those deposits in their own coinmcrcial transactions. Tliat 
was the final Btep,(') the step by which the goldsmith was changed 
from a ca]>ita1i8t into a bimker; for "the distinctive function of a bankor 
hegins as soon as he uses the money of others." (*) Thus the Englinh 
"banking habit" came into existence. It depends entirely on credit. 
"Credit means that a certain confidence is given and a certain tm4 
reposed . . . Oedit is a set of itroiniscs to pay; will those promi.Bt'.s 

1)6 kept? Esjiecitdly in banking, where tbe liabilities or promises to 
pay are so large and the time at which to pay them, if exacted, is so 
short, ati instant capacity to meet engagements is the cardinal excel- 
lence. "(*) 

48.S. The hanking habit in India. — Nothing resembling the bank- 
ing habit which exists in England at present exists in India, save 
where Indian financial thought has l)een affected by western influences. 
In ancient India, according to the Jataksis, the practice of depositing 
money or valuables for safe custody "with a friend" was not unknown. 
Even at the pi'esent day there are some w’ho still regard the moneylender 
as the "sahu", — the honest man — , and occasionally place their wealtli 
in his care. But in ancient and modem times alike hoarding was the 
most common form of saving. Of the past, we read tliat "capital weahh 

(*) Tbe iuventioQ of the cheque might be leguded m ■ foaith etep: but tbo 
' dieqne is in osseneb^ nothing nume flisn an order to s beaker to cany out his prom'iM 
of reiwying s deposit on deinsnd, nnd accordingly inToIvea s dsiigo'nther In asetlov 
than in principle. 

(*) Ricardo, quoted in Lombard Street, 1017 edition, page 21. 

(*) Lombard Streat-, page 22. 
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xras hoarded either in the house — in lar;;i> luansions over the entrance 
passage {dvara kottahaka ) — under the gi-uiiiid, in bnizi'n jars, and 
under the river bank.’*(*) And at the present day. the average man 
usually insists on keeping his valuables in some seeivt hiding place, 
usually a recess in the wall or a hole in the ground, of whieh none but 
he knows the location. (.*) No doubt the moneylender imisschm's a 
safer repository* than his client, which, as is currently iMdievod. he and 
his wife take turns in guarding all night ; but does not the robber gang 
when looting a village invariably make first for the Imuia's houst*? 
Again, the Indian is always ready to take tip certain tyiM>s of invest- 
ment. Merchant prince and ])ea.s:int alike are willing to sink their 
money in the purchase or mortgage of land, of house pmpi'rty, of 
cattle, of standing crops and of trees, and also to lend money on the 
security of such assets, ^hey are willing, in short, to invest in any 
necurity that they can lM>th see and touch. Hut relatively few liidiniis 
in the towns, and still fewer in the villages, would Iw willing to iiivt'sl 
in any enterprise, however remunerative, so long as the only evidence 
of their investment was a piece of pafv>r containing a “juvnnise to |my‘’, 
— a promise, indeed, which most of them would be unable to nvul. As 
for a banking deiiosit., oven if the client were willing to trust the hanker 
with his money, the banker himself would l)e unwilling to a<>(>ept it. 
According to I^s own account, he regards such Jieceptatu'e as den>gatory 
t<i his dignity, as suggesting that his own resoim*os wore: inadequate 
to his transactions. Relatively few Indian* capitalists will receive 
deposits at all; those who will, nsnally set a tenn lK>fh to the ainfinnt 
and the period of the deposit. (“) Tn short, onr hnthhral nttrrnh 
resemble those merchant prin<ies of Venice and Geivai “who inhcritc'l 
nice cultivation as well as great wealth, and who to some extent rnm- 
bined the tastes of an aristocracy with the insight and nerve of men 
of bnsiness;“(^) and like them they are being pushed out “by the 
dirty crowd of little men.” 

Tn a word, even amongst the hotter educated population of the 
towns there is little of that confidence whieh is so esscuitial to any 
banking system; amongst the illiterate and unsophistiented population 
of the villages it is entirely lacking. 

(^) L. C. Jain, Indigen&u^ Banking in India, A- 

O In this babit of hoarding, he iti by no mciinB singular. For inittauce. nothing 
hot the miefortnneii of the Franco-Gennan War of JfilO "could have ex(rof*t4^ the 
■||wda of France from the ruatody of the Frenrh people/' aava Biigeh'it in I^whatd 
StneL 

(•) The cyniR, however, aiigg^^ifs fh-it they rpfii^p to arTipt f»rraire the? 

Know that they would not get ihrrn if Ihcv iiivit/d rtt*tkincr a virine » f 

naecaaity. 

n I^iOtnbard Stwf, page* 0. 
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484. The influence of Government on the investment habit . — Thera 

is, however, one notable exception to this general rule. The middle 
class Indian, especially perhaps the Indian peasant, whatever he may 
think of Government's other activities, has complete faith in govern- 
ment’s financial pipbity. He will refuse to deposit his money in a 
joint-stock bank, or to invest it in ctaninercial stocks and shares; but 
he is ready to deiawit his money in u postal savings bank, or to invest 

it, according to liis cajxicity, in a casli certificate or a government 
loan, i)ecaaRe he knows l>oth to be sarkari. Again, such success as the 
co-operative department has achieved is probably due in the main to 
the belief tlmt Government stands behind the department. The 
failure of a co-operative bank or wxsiety causes all the gi'cater dis- 
appointment, because in the i^asant’s mind it iinplics that for some 
inexplicable reason Government has failed for once to carry out its 
promises. Finally, it may be doubted whether paper money would 
have passed as freely as it docs at present, had the “promise to pay" 
which that paix.*r contains been tlie promise of a bank instead of 
government. (*) 

485. Movements of currency in the jtrovincc . — Since the year 

]925-‘20 there has been thrniighont India a steady return of silver 
coin fiom circulation into the currency rescn’es.t®) The total return 
for all India up to the end of October, anunintod to 5,321 

lakhs.f^*) On the cither hand, government cuixency notes have been 
growing increasingly ]ioiHihir, ns is proved by a slow but steady increase 
in their active circulation. (") It is clear, therefore, that all over India 
tliere is a general tendency for notes to rc^ilace silver as a medium 
of exchange. 

486. Tlie position in tliis province is in some ways peculiar. In the 
Cawnpore circlet the return of silver began as far back as 1928-24, 
and must therefoi'e have been uninterrupted since 1920-21, when the 
post-war return of silver began. Further, the return in this circle is 

(*) No bank boo iaaned notea in India nince 1869. Previona to thot the Benki of 
Bengtl, Bombay end Madiw were ellowed to iune notes, bnt they were not legsl tender 

■nd their circuletkm wm imperfect. In the esse of the Bsnk of Bengal Oorenunent 

wonld only sccept their notes in Bengal itself, bnt wonld neither cosh nor re-issne them. 
In tlw North- Western Provinees (the pnsent pnwince of Agra) Gbvermnoit refused to 
Booept the bank's notes at treasnries. Findlay flhirras' TnSian Finmee and Bonknig- 
19M, pages 986 to 940. 

P) There had been a similar retnrn during the trienninm 1090-91 to 1999-93. 

This, however, was doe to special oanaes and .forme pert of the aftermath of the 

war, an SKplanatfam of whidi is given in Findlay Bhirras' Indieii Bankhig end Ftnasee, 
psgea 14 to 18. 

f'*) Fignrea snpplird by the Controller of the Cnrrency. ^ 

(U) For figorea see the report of the Controller of the Cnnenry, 1097-98. page 98 

(I*) Which, however, inclnm both Ajmere and Samhhar. 
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dupK^ortumately laige; for instance, daring the period April, 1926, to 
October, 1929, the xetom was 2,391 lakhs or 45 per cent, the all- 
India total. Again, during the two years 1927-28 and 1928-29 the 
fctom in the rest of India temporarily ceased, being replaced by a net 
absorption of 83 lakhs; but in the Cawnpore citcle the return in those 
two years amounted to no less than 711 lakhs. It seems clear, there- 
fore, that the all-India tendency to substitute notes for silver is not, 
by itself, a sufficient explanation of the facts observed in this province. 
There must also be some special local reason. 

487. One cause is probably the agricultural criamities of the period. 
In 1924-26 there were serious floods, which caused a great loss uf i>ro- 
perty and nearly destroyed our canal system. The effects of these 
floods persisted in 1925-26. Thereafter for some eighteen months till the 
kharif of 1927-28, the province was comparatively prosperous; but from 
that date till October, 1929, one crop failed after aiiutlier. Thu province 
was twice on the verge of a widespread famine, being stived on each 
occasion by timely rain in October; twice Qovominent actually bad to 
commence famine operations, though only to a small extent and in 
restricted areas. Finally, the province was visited by a plague of 
locusts, from which it is even yet not entirely free. Yet in H|iito of 
the difficulties of the last six years, such revenue as was not remitted 
has always beefif collected without much difficulty ; and es|iecially in the 
crucial period between April and October, 1929, it flowed in with pheno- 
menal legulority. The question which puzzled the authorities was 
whence the money to pay the revenue was provided. It was almost 
entirely silver; and the only possible solution seemed to be that payment 
had been achieved by the liquidation of silver hoards. 

488. Since further investigation into the mutter seemed likely to 
produce interestiag results, we consulted the currency oflicerst**) on 
too subject, who kindly undertook to provide us for the period A|>ril 1, 
1924, to January 31, 1980, with figures showing the absorption or return 
of both notes and coin through every currency chest in the province. 
These figures are interesting and important in more ways than one. 
They throw much new light on the general economic situation, both 
of the province as a whole and of individual districts, and that from an 
unusual aspect. We have, therefore, attempted a detailed analysis of the 
causes which i^ect the movements of currency in the province; and in 
^w of the interest attaching both to the figures and the conclusions 

(**) Our ttiMira afg ■peciaUr due to Mr. H. Penning, O.I.B., lute Controller at tto 
Cnjren^, wfao nut ns on the trsA Ol tben stethtiee, and to Mir. J. B. Teylor, Con- 
tho Gnmnqy, end Mr. B. V. Trivedi, Cuneaqr OSScer. Cawnpore. 

19 



( 296 ) 


which spring from them, we have reproduced both in an appendix. 
Here we deal only with those conclusions which are most directly 
related to the objects of our present enquiry. 

489. Return of coin in June, July and August. — Over the {novince 
as a whole there is u large return of silver coin to currency daring the 
three months June, July and August in any one year. This is the 
direct result of the large revenue payments which take place in May, 
June and July. The return is well-nigh universal. It occurs in every 
district except eight, of which foiu: belong to the hills, where the cir- 
cumstances are peculiar; whilst the absorption in the other four 
amounts to only 10^ lakhs in the entire period. The total return of 
silver in these tlii'oc months during the six years 1924 to 1929 amounts 
to 1,948J hikliK, or an average of S2') lakhs round in each year. 

490. Absorption of coin in other months. — Daring the remaining 
nine mouths of the year, though 19 districts continue to sliow a return 
of silver, yet over tlie province us a whole there is a- net absorption, 
which in the whole (lertod amounted to 587^ lakhs, giving un average 
of 90 lakhs in each. year. The average return of silver, therefore, in 
a full year is 2M,5 lakhs. 

491. Absorption of notes. — Meantime, there is a steady absorption 
of notes, which goes on throughout the year, alike in the months ef 
heavy revenue luiyments and in other months. Indeed, the absorption 
is rather larger in the former (period than in the latter; the average 
figures am 82 lakhs and 77 lakhs })er mensem respectively. The gru!«« 
absorption, however, is reduced by the cancellation of returned notes 
which are Jio longer fit for cii'culation ; and the net figure of t^bsorption 
throughout the period was 2,180| lakhs, giving an average of 892 lakhs 
per annum. 

'492. The position can now be summarised briefly thus. During 
three months of eveiy year the province returns, mostly through pay- 
ments of revenue, an average of 825 lakhs of silver coin to currency. 
During the rest of the year it absorbs 90 lakhs of silver; and throughout 
the year it absorbs 892 lakhs of notes. In other words, for every three 
rupees of silver that it returns it absorbs nearly one rupee of silver and 
nearly four rupees of paper. It will be noticed that the total absorption 
is greater than the total return by nearly two rupees in eight. 

498. The oonclusionB to be drawn from these figures are dear. 
The people of this province, like the rest of India, exhibit a decided 
pmferenfie for paper to silver as a medium of exchange, and have betio 
tat some years engaged in the process of getting rid of the fonner and 
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acquiring the latter. They do absorb a certain amount of silver, but 
no more than is necessary in a country where the daily transactions of 
the average man are too small to be carried out in any otlier inediinn. 
Divided over 48 districts, a sum of 90 lakhs means less than two lakha 
per district. Divided over a population of 45.876,(MM) it means, ulniost 
exactly, 3 annas 2 pies per head. There can be no doubt, theiefoce, 
that the province is merely absorbing, or rather re-absorbing, as imich 
silver os it requires for its daily needs; and for the rest is now dealing 
entirely in fiduciary currency. 

494. The total amount of silver that has been returned in the 70 
months from April 1, 1924, to January HI, 19.HO. is J.:Uil} laklis. The 
return of silver, however, has been going on since 1920.21. Assuining 
that the earlier return was at the same rate as the later we may 
put the figure for that period at another 9 erores, making a roiin-l 
sum of 23 erores from 1920-21 up to the present date. Tt seems im- 
possible to suppose that the whole of this merely represents n'furn 
from active circulation. Tt in list, to a certain extent at uli events, 
represent a return from hoanls, — liquidated for the most part with 
the deliberate object of replacing them by |)a|ier. 

*496. So much at all events may be taken as certain, that the 
paper which is %>w replacing silver is not itself being hoarded, for 
which purpose it is too perishable; the average life of a note in ac'tive 
circulation is calculated to lie between 5.} and T.J iiiontliH in the case 
of all notes up to Bs. 100. ('-‘‘I There can be no doubt that habits are 
changing, that people are keeping less money than they did ten or fif- 
teen years ago, and are both spending and investing more. One caiist? of 
the growth in direct expenditure fs the higher price level of the present' 
day; the high {Mrice of food grains brings more money into the pocket 
of the cultivator, the high price of other commodiliep forces him to 
spend, instead of hoarding it. Another cause, especially amongst the 
upper and middle classes, is the growing demand for certain modern 
luxuries, such as motor cars and gramophones. The growth of the 
investment habit is indicated by the rise of that new tyfie of finoncier, 
the tenant moneylender, who, according to the census figures, was 
tomparatively rare even ten years ago; and till last year, it was alM 
indicated by the increased price of gilt-edged secunties. 

496. It must be remembered, however, that there has always bew 
heavy absorption of gold in India, where it i« locked up either in 

.(“> Thsta is msoo to bdiero thmt it wts even Isrger. There ws* » »'«» 
wh6D GoTcnuDflilt hftd to comploin tbo enormoDB BiiinB of nilvcr tbot wori 
in tzmnriaa not Inrge enough to hold them. 

P*) Uontaiollor of the Cnnoncy’s rqinrt* 1987-96, ptfe 89. 
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hoards or in jewellery, principally the latter, for eba i y i n g faahioni 
leqnire it; and in recent years it has been considerably increased. In 
the year 1024-26 the net import was 78| crores, or very nearly double 
the highest figure previously recorded. This huge addition to India's 
gold has been attributed to a variety of causes, — the agricultural pros- 
perity which followed on four good harvests; the high prices of the 
commodities in which the agriculturist usually spends his surplus, and 
the low price of gold, coupled with a belief that though that prioe mi^t 
rise, it could scarcely fall lower. Accordingly, all over India in 1924- 
26 people with surplus cash were buying gold merely because it was 
cheap, and though net imports have been considerably reduced in subse- 
quent years, yet according to a recent estimate India’s stock at the end 
of February, 1930, was i£586 mi]lion.(^*) It is, of course, impossible 
to say how innch of this gold was absorbed in the United Provinces, 
but we may safely assume that it secured its fair share; and if that is 
so, it is further safe to assume that a {Mirt of the fiduciary currency 
absorbed since 1924-25 has gone in the purchase of gold, and that conse- 
quently gold has to some extent replaced silver in the hoards of the 
province. 

497. Summary of the poeiUon in respect of investment and bank- 
ing . — ^It is now possible to summarise the general attitude of the people 
of this innviuoe in the matter of investment and hanking. 

(1) A certain proportion of the {)eople, which though still relatively 
small is steadily increasing, have adopted the financial habits of 
the west in their entirety. They deposit their surpluB cash in banks, 
jor invest them freely in government nr commercial securities. They 
have in this matter little left to learn, though there is still much in the 
shape of additional facilities for investment which they require, and 
freely demand. 

(2) Amongst tiie rest of the population tlie habit of investment is 
much less developed. The average man, whether he lives in town or 
country, undoubtedly possesses the instinct of saving. But his methods 
(rf saving are of the primitive “stocking fool” type, and amount merely 
to hoarding. He is not averse to investment in jainciple; it is lack of 
education which makes him both shy and suspicious, and the range 
of investments in which he is prepared to risk his money is small,— the 
parcbase and mortgage of land, of house property, of cattle, of crops, 
or of trees, the pawning of ornaments and moneylending make up the (**) 

(**) Leading artide in the ‘'Timea d India" ot Mqr 8, 1980, quoting an aitide 
fcriu the Boonomio Jounal. India, howam, hoUa leu gold than m United State* 
when the Sgnn ia pot at jCSOO mlUkw. 
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most of them. He will have little to do with paper unless it be gor* 
ernment’s paper. He will not deposit his money in a bank unless it hae 
government’s backing, such as the postal saiings bank or the co^|ierative 
bank. In a word, he will invest only in securities of a visible or tangible 
kind, or with persons whom ho both knows well and trusts, whether it be 
a brother cultivator or government. During the last few years he has 
abated something of his suspicion, as is shown by tlie fact that he now 
actually prefers government’s paper currency to silver, and has actually 
for some time been breaking up silver hoards to secure tlic former. It 
is true that he has almost certainly been buying and hoarding gold, but 
with gold as cheap as it was and likely to rise in price he can scHrccly 
be blamed for what at the time was a sound investment. Judging from 
his recent ventures in silver we can feel little doubt that when the pro6t> 
able time comes that gold will onme ont too. Nevertheless, his general 
outlook, though broader than it was, is still extremely narrow. Especial- 
ly, he is shy of the ordinary hank; the many failures of recent years 
justify his caution, but they are not its only canse. He is used to the 
leisure!}' and comfortable methods of nn eastern baaar ; the tndhajan 
sitting on a cushion on the door, with his cash Ixix beside him, his ledgers 
before him, ancLhis safe in the wall liehind him; the friendly chat that 
precedes busing, tlie sfurited dUciisHinn of teniis, ended with a scrawled 
entry in the bahi~khata, a thuiiib-impression, and prompt payment from 
safe or cosh box. Contrast with this the methods of a modem bank, — ^its 
long counter, its partitioned grill, its row of nninterested clerks, its 
invisible manager, suavely aloof from all but his most in)|x>rtant clients. 
Is it strange that the peasant, accustomed to the cot and cushion of 
oriental bnsinese, is overawed b}' the plate-glass and mahogany of the 
West? 

490. The hanking fadHtics in the province . — There are ogeteiitBg in 
the province 86 joint-stock or exchange banks with 98 branches and IB 
pay offices. A complete list of these banks and the places at which 
they are located will be found in the apiiendix to Chapter HI. Tlie dia- 
tribotion by revenue divisions is as follows : — 
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^^le two western divisions and the divisions of Allahabad and laudmow 
poeaesa 76 batiiw — against 85 in the rest of the province, so tint )Se 
distribution is extremely uneven. Apart from that, there are 16 districts, 
tegether with 18 towns with a population of over 16,000 and many 
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smaller towns, which possess no modern banking facilities at all, save 
snch as ore in a few cases provided by indigenous bankers working on 
modem lines. 

490. Capital of the joint-stock hanks in the province . — ^We ate 
indebted firstly, to some of the big banks tliemselves and secondly, 
^ to the income-tax department for supplying ns confidentiallyf") with the 
figures of capital invested by the joint-stock banks in this province. 
The income-tax estimates are based on tlie lecords for the year 1028-29, 
while the bank figures are as on Slst December, 1920. Combining the 
two sets of figures we estimate the capital of joint-stock banks invested 
in the province to be Bs. 491 lakhs. 

500. Post office savings banks . — The number of post ofiice savin^js 
banks is large. All head offices, all M(ib-{)ost offices and some 
branch post offices possess them. Deposits and withdrawals by divisions 
in the year 1928-29 ore as follows (to the nearest thousand) : — 
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a. 44.30.000 

3,13.51,000 

1 1928-27 

and 

1927-28 

the total 

de2)ositK 

were respectively 


Bs. 2,82,39,0(X) and Bs. 8,25,41,000; the withdrawals were 
Bs. 2,56,01,000 and Bs. 2,78,96,000. It is clear, therefore, that both 
deposits and vdthdrawals are growing, though the figures of withdrawals 
in 1926-29 are possibly swollen by the general calamities of the year. 
The classes whicfar principally use the post' office savings banks are, 
(apcording to the evidence of postal officers themselves), government 
slants and servants of local bodies, railways, professional men, teach- 
ers, students; in fact the educated and middle classes generally. To 
these, however, must certainly be added a number of menialst whether 
..ip pohUc or private service. At our request the postal authorities were 
good enough to classify by occupations some 10 per cent, of the savitv** 

(**) Li Jiwliee to the depertBuot it ehonia be stated that the dgmes enppl^ 
totab amlVi ao tiiat than was ao breach of confidence. 
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banks accounts in one of the largest otBces in the province. The' results 
of this classification show that out of 2.600 accounts only 400, or 16*8 
per cent., were rural; whilst that figure a considerable proportion 
belong to persons whose habits of life are in reality urban, and who are 
only resident in rural areas by reason of their occupation, such as gov* 
ernment and railway officials, teachers and sho|)*keeiJers. The average 
annual figure of deposits over a period of thn>e years is Hlfi lakhs; 
the average annual figure of withdrawals in the same |)eri(Ml is 283 
lakhs. There is, therefore, always a balance in credit on the wcjrking of 
any one year. 

601. Post office cash certificates. — A post office cash certificate can 
be obtained wherever there is a post office savings bank. Tlie rounded 
figures of issues and discharges during the two years 1027*28 and 
1928-29 by divisions are as follows : — (**) 


I 

DiTition. 

i‘ja; 

-aUi. 

j gad-90. 

lUlieia 

Diiehargea. 

iMiuei. 

Diiflhargia. 





Rfl. 

Ria 

Ra. 

Ri. 

Moerul 


m a 

a a 

10»3d.CK)a 

aoTgOoo 

T,8Ck00a 

r.iobooo 

Agtft 

i 

• a 

a a 

10.80,009 

.•■>,97,090 

7,0fc000 

8,88/100 

Rohilkhand 


a a 

• m 

8h»,000 

3,08.000 

7,57,000 

0,53.000 

Allahabad 


• • 

m a 

18,51,009 

4.36b0a) 

18,35,0» 

0,40,000 

Jfaftnti 


• • • 

a a 

8.46.0M 

1,98/100 

3,03,0l» 

U,08,000 

Bensrai 


• a 

• • 

0,88,000 

8, 07, COO 

7MCOJ 

7.59,i09 

Gorakhpat 


• • 

m 0 

0.30,000 

3,70,000 

0.05, *}00 

8.76b000 

Kumaoa 


m m 

m 0 

3.5a0J0 

l.tl,0'J0 

2,i-'i,a)0 

3,37,003 

lAOkttOW 


m • 

m ■ 

U.OOi.OJO 

5.381000 1 

1 8.79.0J0 

HbSfiOO 

Fysfttad 


• • 

• • 

8,51,000 

s.6!tooa 

7.89/)00 

i 

C,8ti000 



Total 

• ■ 

61.60.000 

86k41/X)0 

710.48,003 

60,Ga/KI3 


According to the officers of the postal departntent cash certificates 
•re popular mainly amongst the educated classes — government officials* 
professional men, and to a much smaller extent amongst slioji-kccjieri 
und monied men generally. 

(‘•) It is nscesssiy here to gin the fisures «f two yMrs, beesuee the diHclisiM 
ot igas-n WW* high, prindpslljr, we imagine, Ix-csiMe fte Bw-yw P«Mi 

Was drawing to a close, but p.irtiy also bKanee that star was generally unfaTonTama. 
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502. Pott office insurance fund . — ^The post office maintaine an 
insimnoe fund which is open to all permanent government eerrante* 
whether gazetted or non-gazetted, to the temporaiy government 8er> 
vontB in certain deportments, to the servants of local boffies, and to the 
permanent servants of all universities estahlidied by Government and 
under government supervision. The scheme includea (1) life insur- 
ance, i.e., the payment of a given sum of mon^ oii the death of on 
individual to his legal representatives or assigns; (2) endowment assur- 
anoe, i.e., tlie payment of a given sum of money to an individual or hie 
assignB at a certain specified period of his life or his legal npresenta- 
tives or assigns at his death, if death occurs before the specified date; 
and (8) monthly allowance: the {layment of this may begin immediately 
or at some specified future date. The minimum and maximum limite 
both in ti\e cane of life inantance and endowment assotance are rea- 
pectiveiy lOit and 10,000. The latter ia payable at 45 or any 
subsequent age. Tlie limits of the monthly allowance ore respectively 
eight annas minimum and Bs. 50 maximum. 

Insurance and assurance premia are paid monthly. The monthly 
allowance is secured either by payment of money in a single sum, in 
which case the allowance commences at once; or payment of a stipu- 
lated number of monthly instalments extending over a period of at 
least five years, in which case the allowance commences after the ex- 
piration of that term. 

The number and value of the policies taken out during the three 
years 1926-27 to 1928-29 are as follows : — 
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Tlie average value per policy amounts to Be. 2,380. 

It has been suggested that the scheme might be extended to the 
general public. Few, if any, of our witnesses, however, have men- 
tioned the subject. We shall refer later to the possibility of extending 
it as suggested. 

603. Purehaae and sate of eeeurilies . — At pzesent there ie no atodc 
exchange in the province; and some experienced witnesses recmnmend 
that one be instituted, to facilitate dealings in the stodcs and shares of 
tempanies incoipwated in this province, which are not obtainable in 
any other market. They admit, however, that there is not at present 
Buffident business to justify sudi institution, and that the joint-Btook 
banks afford all the ' facilitwB that are at present reguized, or, at aD 
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events, all the facilities which the banks themselves command; for thw 
banks cannot supply securities which are not obtainable on the stock 
exch a n ges of Oalcutta or Bombay. There appears at present to be 
neither need, nor strong demand, for a stodc exchange. Meantime, 
investors can buy ae sell securities, whether government (xr commercial, 
through the agency of a joint-stock bank, which usually charges a small 
commission, not exceeding four annas per one hundred rupees, in addi- 
tion to the brokerage charged by the stock-broker employed by the bank 
to carry out the deal. It is also possible to obtain government securi- 
ties through the agency of the post oiSce, but only to a limit of Its. 6,000 
per annum in each individual case, apart from new issues, regarding 
which there is no limit. 

504. Adequacy of exUting facilities for invcstmcwt . — ^Taking the 
province as a whole, the existing facilities for saving and investment are 
xmdoubtedVy inadequate. The post ofidce tbrows its net wide; and, 
indeed, we doubt whether it could safely throw it mudi wider. Some 
witnesses advocate extending savings bank and cash certificate work 
to every branch post office. They forget, however, that where a branch 
office does not already carry out this work, it is probably locattNl in 
some small prj^te house in a remote village, where it would be imiNMm- 
ible to ensure safe custody of the monies received in such oix^rations. 
As has already been pointed out, banking facilities for the province ns a 
whole are both unequally distributed and inadequate^. There are large 
tracts which possess no bonk at all, whilst even where they do exist, 
they generally serve only the urban area in which they arc situated 
and a restrict^ rural area around it. Lastly, the facilities for investing 
in stocks, shares and securities of all kinds, which are possibly adequate 
for the classes likely to interest themselves in such investment, are for 
the vast majority of the population so greatly restricted as to be almost 
non-existent. In terms of population it may be said that out of 45} 
millions of people, possibly 2} millions have all the investment facilities 
they require. The rest of the population must be content with such 
facUities as the post office affords, and with moneylending in its various 
forms. 

606. Facilities for remittance . — ^Remittance in its literal sense 
means the transmission of money from one place to another; in its 
technical sense it a lso means any device that avoids sctiial transmission 
uf money. In a well-organised banking system, where the mobilization 
of capital ia controlled by a central authority, these deviem ore an 
numerous and so effective that actual “remittance” is practically con- 
fined to till-money. In this province, however, where banking facilitiea 

inadequate and unorganised, where capital is broken up into unequal 
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holdiiigd, each controlled by an independent capitalist, remittance be- 
comes a matter of first-class importance. 

606. The actual transmission of monqr, whatever the means of com- 
munication nr the conveyance selected, always involves both consider- 
able risk and considerable expense. It can only be justified if it is 
unavoidable, — ^if the transfer is from a place wh«re the money is unsafe 
to a place where it is safe, or from a place. where it is not wanted to a 
place wlierc it is wanted, and cannot otherwise obtained. There are 
still many places in the province where the only manner of obtaimng 
cash is to ini|X)rt it. There is, indeed, one method of transmission 
which is neither risky nor expensive, namely, transtuission of notes 
and coin by insured post, the charge for which is onl,v two annas per 
one hundred riiiMies in addition to the registration and {x>stage fees; 
but the umoiinl that can lie thus sent by post is limited to Its. 8,000 
per parcel. 

507. There are many devices by which the actual transmission of 
cesh from .>ne fdace to another can be avoided — the cheque, the hundi, 
the bank draft, the money order, the currency transfer and the supply 
bill. Whei'e there are clearing house facilities, the use of a cheque 
avoids not only the transmission of money from place to place, but its 
passage from hand to hand: where there arc no such facilities, the i)ayee’.s 
bank at the place of destination has to collect money from the agent or 
representative of the drawer’s bank in that place. The hundi in its 
simplest form exactly resembles the cheque, save that the person who 
is ordered to make the pa,vment is not a bank. .Ml other methods of 
remittance, whilst avoiding the transmission of money from one place 
to another, involve the passage of money in both places. For instance, 
the Hapur merchant who wishes to make a payment in Cawiqiore will 
pay the sum duo to a bank in Hapur; that bank's agent or representa- 
tive in Cawnpore on reedpt of the bank draft will pay the money to the 
recipient. The procedure is precisely the same in the case of a money 
order or a supply hill, save that post offices or treasuries take the 
place of the banks. The only difference between a telegraphic trans- 
fer and a bank draft, or a currency transfer and a supply bill, is that 
the former in each case is sent by wire and the latter by post. 

508. A "remittance facility'' is a saleable commodity; anybody 
may buy it, though only comparatively few are in a position to sell it. 
And being a saleable commodity it has its price. That price is made 
up ci two elements. There is, firstly, the cost of transfer, which the 
purchaser of the remittance has to pay to or receive from the seller. 
Theie is. secondly, the interest on the money transmitted during the 
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period of tranrit, which ohviouoly benefits the seller, since lie enjo,>'8 the 
nee of the money between the time when he receives it from the pur- 
chaser and the time when his a{*ent at the place of destination imys it to 
the recipient. The price of a remittance facility, therefore, b usually 
the difference between the ccpt of transfar and the inicivsi I'm- the time 
transit. In practice, however, the rates ure ;;enerully fixed, save that 
in the case of a telegraphic transfer or currency transfer the telegraphic 
charge is added. 

609. Remittance agencies. — (1) The Imperial Bank of India.^^ 
The rates charged by the bank differ according to ciivuinstunccs 

(a) When the purchaser is a ineinber of the public and the 

transfer is from one branch of the bunk Ui n nut her, tbd’ 
rates are I per cent, on sums up to a thousand rii[)ees, 
per cent, on sums between a thousand and ten tlioiisand 
ruiiees, nn. yV {ter cent, on sums above ten thoiisiind 
rupees. 

(b) If another bank wishes to purcJiasit remittance tliroiigh the 

Imperial Hank to a place where the pnivhuser has no 
branch, it pays the iisiinl rates, mentioned sihove. • 

(c) Vjpiere a bank purchases a transfer fi*oiu one of its branches 

to another, the rate in the case of sun is above ten thousand 
rupees is reduced to Iier cent. 

<d) The bank is also prepared to purchase humlis and telegraphic 
transfers from other banks and from the public, but it is 
cautious in accepting such busiiiess since it involves the 
risk of non-payment at destination. In this pase the 
rates vary according to the standing of the client. The 
maximum rate is said to be |ier cent., but it is often much 
less. 

ie) The Imperial Hank is also willing to accept bills for collec- 

tion, receiving payment at destination and subsequently 
making it over to the bill collector. The charges are 
the same as in the case of the purchase of kundis. 

if) The competition with another bank cKS’osionally rainiiels the 

Imperial Bank to reduce its rates. Except as described 
above, however, it gives no preference to banks or to indi- 
genous bankers. 

(2) Commercial hanks . — ^Exchange and joint-stock banks also buy 
: and sell remittance. Their rates vary from client to client and also 
I depend on market prices. Where they have to face competition with 
I the Bnperial Bank, th^ uaually charge the same rates; elsewhere their 
charges are often higher 
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(8) Indigenous hankers. — ^They buy and sell hundis; Ibeir rate* 
depend upon supply and demand, but nowhere exceed the rates cbarg ad 
by banks. When the market cannot supply their requirements, they 
obtain what they need fnxn commercial banks. In one respect their 
methods are different firom those of banks. A bank would rarely if 
ever resell a bill which it had purchased in the market, except to another 
bank which had a branch in the place of payment. ' An indigenous 
banker, on the other hand, would often do so, even if he have a branch 
or agent at destination. 

f4) Merchants. — ^To the agencies mentioned above, the purchase 
Or sale of remittan(‘e is merely a financial operation out of which they 
^.derive jnofit. To the merchant, however, the pmchase or sale of re« 
itaittance is necessary to enable him to meet his obligations. It is his 
requirements which determine the market rates, which accm'diug to 
circumstances may be in favour of the buyer or of the seller, ranging 
from h per cent, discount to J per cent, premium. The hundi is in the 
long run the cheapest form of remittance , since it is usually available at 
OT below par, and the only other charge which the buyer ever has to pay 
is the dallal's brokerage, which varies between^ and q^per cent., 
as against tlie bank's commission of ^ per cent. 

(6)‘ Post office. — ^The principal importance of the jjost office as a 
remittance agency is that it exists in many places where no other such 
agency is found. It issues both money orders and sterling ixmtal orders. 
The rate on the former is exceedingly high, — ^the minimum is one per 
cent.C*) The cause is said to lie historical, for the rates date back to a 
time when bank remittance facilities were few, and the hundi rate was 
at or near 1 per cent. The rate on the sterling postal order is one anna 
on any value up to 2a. Gd., 1} annas on any value from da. to ISa., and 
two annas on any value ^m IBs. 6d. to 21a. For example, at 18d. 
to the lupee, the charge on a 20a. postal order is exactly half the charge 
on a money order for its rupee equivalent; and as Britisli postal ordete 
sold in India are payable at any inland post office, it is not surprising to 
hear from a member of our committee that he liimself often uses a 
sterling postal order for [wyments in India instead of a money order, 
and that the practice is not uncommon. The total value of money 
mders issued in 1928-29 was Bs. 8,67.59,000, and of money orders paid 
was Bs. 18.86,28,000. 

610. Treasuries, currency chests, and supply hUls. — ^Tlie money 
held in a government treasury consists of two parts. The first is the 

(**) Ihe nset ntM on, on uqr mn not exeaading Bs. 10 two sniias, on wf 
um anwding Bs. 10 bat not sBoesdiu Bs. 86 four shims, on sdt simi SW Bs. 86 
fto SHIMS tor esdi oompleto sum of Bs. 85 sad four sanss tor the isnstod^pioTidoi 
thst it tlM rsmsindsr doss not aie^ Bs. 10 tbs dsm is onij two sums. vUb is 
. ^Tslsat to U psr oont. on Bs. 10. 11 psr osnt. on Bs. 16. 1 | por osnl. on Bs. 8» 
1 MV ooDto CO Ri. 9B. 
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*‘trea8i]xy bahmoe,” from which Government's disbursements are made 
and into which govenonent receipts are paid. The sec on d is the 
“cmxenqr chest" balance, which consists (rf notes which are not "in 
circulation" and of coin which forms part tit the metallic reserve held 
against the issue of notes, and known as the paper currency reserve.!**) 
In theory, the primary object of tlieso chests is to enable the public to 
erchange cmn for notes, or notes for coin, without disturbing the note 
circulation; for a deposit of coin means an addition to the metallic re- 
serve, which makes possible an additional issue of notes, whilst a deposit 
of notes means their withdrawal from circulation, which makes it {lossible 
to release a part of the metallic reserve in lieu. In practice, however^ 
such exchanges are made from the treasury balance in the lirst place, 
and the chest is used only when the proportion of notes or coiu in the 
former has beemue inconveniently large. At the present time the. 
principal function of the currency chest is to facilitate remittance without 
actual movement of (oin. “A transfer at money (notes or coin) is made 
between the treasury balance and the currency chest at one place in 
consideration of the same amount being transferred at another place, 
either between the currency chest and the treasury balance, or between 
the currency chest and tlie Imperial Bank of India. "(*') For instance, 
if in a surplus treasiuy such as Gorakhpur there aro'either notes oi* coin 
in excess of the treasury’s needs, and the Basti treasury at the same 
time has run short of cither notes or coin, then the latter treasury can 
supply its needs from its cuirency chest, [novided tliat tlie former 
treasury transfers an equivalent sum of either notes or coiu to its 
currency chest. (**) It is also possible to transfer currency of any kind 
from one chest to another; such a remittance, though it involves move- 
ment of notes or coin, avoids disturbing either the treasury balance or 
the circulation, and also the locking up of government funds in transit. 
In both cases the remittance is on Government account; but in (certain 
circumstances the treasury balances, or the currency chest, can also be 
used for trade remittances by means of a "supply bill" or (if it is 
•desired to curry out the transaction by telegraph) a "currency telegra- 
phic transfer." Tlie applicant pays the amount required at the 


(**) Under the Indian Paper Cumney Act. 1923, u amended hy the Cnireney 
Act, in?. The coin may he either rupees, i^yer half mpece or gold. B^urce HsonaU 
Article 6. 

(*') Beeonree Mannal, Article 114 (6) (one misprint has ^n corrected here). 
Theie are foor other types of remittance mentioned in this eriide besides the two 
deeeribed. Of theee, one is similar to the first of the latter two, and dmeribra the pro 
•oednre where the treesmy balance is kept in the Imperial Bank; the other three relate 
to tmnefen between treasury and treasury, or tieaenry and Imperial Bank. 

(**) A transfer of notee at one treasury may be balknoed by a transfer of ooin 
•at the other withont disturbing the note circnlation ; the explanation is the same at that 
gtfen in the ease of exchangee by the public. The opposite payment is neneqp oreda 
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treasury of despatch : the payee, on receipt of the bill or of a wire inform- 
ing him of the transfer, draws the money from the treasury of destina- 
tion. There is a charge of per cent, for amounts of Bs. 10,000 
and over, and of % per cent, for amounts of less than Bs. 10,000; in the 
case of the currency transfer the telegram charge must also be paid. 
Save when the remittance is sent to one of the seven placesf”) where 
currency offices exist, the treasury officer before issuing one of these 
documents must obtain the previous sanction of the Deputy Controller 
of the Ciiriiency, who may, however, grant a general sanction to "covw 
the issue of a number of currency transfers or supply bills to the some 
person up to a certain limit of amount over a certain period. ”(**) Such 
documents can only be issued at or on a sub-treasui-y in special circum- 
stances and under special instructions from the Deputy Controller. The 
iiQnimnm amount for a supply bill is Bs. 1,000, for a currency transfer 
^ts. 5,000. 

513. Dfifecta in the eyeiem of remittance . — Even where ample 
facilities for remittance exist the system is defective. Firstly, where 
there is no competition between banks the cost of transfer is high; 
where thera is, the Imperial Bank has an advantage in its control of the 
currency chest. SecowHy, compared with the cost of other forms of 
remittance, the charges for money orders are unduly high. Thirdly, 
the difficulties in the way of obtaining a currency transfer or supply 
bill greatly reduce their utility. The most important defect, how- 
ever, is that there are still many jdaces with practically no remittance 
facilities (ft all. This is a point which many of our witnesses have brought 
out strongly. As an instance, we mention the case of Firozabad, a 
small town in the Agru district, which is the centre of the manufacture 
both of glass and glassware. Large sums of money are required in the 
place for the payment of wages, the purchase of glass by the artisans 
horn the manufactory, and of glassware from the aiiisans by the middle- 
men. There is no bank. A sub-treasury exists, but supply bills can- 
not usually lie made payable on sub-treasuries. The only remittance 
agency, therefore, is the post office, and the amount that can be remitted 
by money order is limited. Tlie result is that large sums of money 
have to be imixirted by rail; but the amount that can thus be imported 
is limited, unless the importer is prepared to pay a high insurance rate 
(one percent.). It is not surprising that the witnesses from that place 
have much to say on the subject of remittance. 

512 . The cheque habit. — ^The growth of the cheque habit has been 
seriously retarded by the illiteracy of a large majority of the population. 

(**) Bombsy, Cslentts, Oswapure, Sanehi, Lshon, Msdns sod n—aiwi- 

(**) BHonree Ifaaul. AitUs 169 (e>. 
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Another difficulty which stands in the way of its exi>ansion is the 
objection of most joint-stock banks to the use of reruai'ular scripts. 
Any person presenting a cheque written in vemacular for encashment 
must either be identified to the satisfaction of the bank authorities or 
must fill in or endorse the cheque in the presence of such an authority. 
The {leculiarities of the scri])ts tiienisclves explain these objections. 
For instance, in written I'rdu vowels and diacritical marks are usually 
omitted and letters are run together which ought to be kept separate, 
with the result that written Urdu is almost a shorthand.C") Written 
Nagri slioiild l>e sufficiently legible since all letters an* written below 
a thick line and must be seitarately formed. On the other hand, the 
letters themselves arc often complicated and when they are written’ 
quickly it is sometimes difficult to ssiy where one letter ends and another 
l)egins. In some variiitions of Natgri, too. such us Mundi, the upper ^ 
line is often omitted aind the letters an* run together, and in the com- 
mercial world the script is generailly south such vairiution of Nagri. 
Nevertheless it should be possible to devise means of relaxing the 
present restrictions on tho use of vernacular scripts in writing chcqnea, 
though it might indeed he necessary to insist on the nae of English 
numerals. 

513. The sy^nip duty on cheques . — Two or three years ago the stamp 
duty on cheques was abolished with the object of fostering the growth 
of the cheque habit. Oui* witnesses agree that the concession has bod 
the effect of increasing the miniber of cheques actually used in making 
payments, thereby reducing the use of currency for this pnrpoai\ but it 
has not led to any appivciaaltic incivaise in the miinhcr of accfiunts. This, 
we suggest, could scaircely lie ex])e(rted. The opening of an acaxiiint 
depends upon the existence of the banking habit , and the concession was 
not sufficiently important to induce (lersons who do not already poHsesa 
that habit to acquire it. The increuscsl use of cheques, however, has prol)- 
ably affoi’ded a certain stininhis to the growth of that habit. 

514. Acceptance of cheqnee in payment of government dues . — It 
has been suggested that- were government to accept freely cheques 
in payment of its dues and also to make its own pa}mientB by cheques 
the result will probably be an increase in the opening of accounts. Ho 
far as the acceptance of cheques by government is concerned, the 
position is as follows. Government will accept at its treasuries a cheque 
on any bank which would be accepted by the Imperial Bank of India, 
provided that the treasury is at a place where government funds are 
actually held by the Imperial Bank. The result of thcM; regulations 
is that government will not accept a cheque on any bank at 81 treasuries 

Written Uidn is aeoerally known u tkiqvt, literally fanken. 
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out of 47, or at any Bub-treasury; whilst even at the re m a in i n g 16 
treasuries government will accept cheques on only a very limited num- 
ber of banks. We have no doubt whatever that if government could 
see its way to relax these restrictions the result would be a considerable 
increase in the uumber<uf banking accounts. We know of landlords who 
actually have accounts, yet thanks to the regulations are precluded from 
using them for {jayment of land revenue or other dues to government. 
Buch men must eitlier (lay the high money order fee or incur the 
Irouble, risk and expense of transmitting ca^ to some outlying tahsU. 
Yet they certainly ivould use cheques for government payments 
if tliey could, and we cannot doubt that others who do not at present 
possess banking accounts would gradually open them. 

515. Use of cheques for government payments. — Since April, 1926, 
it has been the practice in this iirovince to make the great majority of 
all government payments by cheque. The only important exceptions are 
.payments of pensions and of interest on government securities. Evoy 
creditor of government, whether he be an official or non-official, is 
paid by a cheque drawn on the treasury or the Imperial Bank whidi 
he can pass through his banking account if he possesses one, like any 
other dieque. If he desires it his cheque will be sent direct to his bank 

, whether the bank is in the district he resides in or not. There is no 
doubt that this system has caused an appreciable increase in the number 
.of banking accounts. Enquiries made in one of our largest pay offices 
show that the number of officers whose cheques are despatched direct 
to banks is larger than it was in 1026. Again, soon after the scheme 
first come into opemtion, complaints were received from certain officers 
who were constantly on tour in rural areas that the receipt of their 
cheques was greatly delayed because tliey followed them from one 
branch post office to another. The accounts officers suggested to them 
that they could avoid this difficulty by opening banking accounts, and 
subsequent experience showed that many did. There can be little 
doubt, therefore, that the free use of cheques by government in payment 
■of its dues, which is a peculiarity of the accounts system of this prov- 
ince, has had a certain effect in fostering tlie banking habit. 

516. Distfibution of capital.— The capital available in the jncovince 
is most unevenly distributed. It is broken up in hoMinga of sll sorts 
.and sises, from the hundreds of the little village hania to the millinn s 
of the kothiwal sarraf. It is held in all sorts of repositories, — the 
villager’s earthem pot buried in a fiole in the ground, the mahajan*s safe, 
the raja's toshakhana, the bank’s vault, and the government treasury* 
.It is owned by capitalists of every description, from the Chamar labours 
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uid the petty cultivator to the landed magnate and the big city mw* 
chant, — ^nay, even the Hindu deity, whetlier he be tlie godling of a 
village shrine or a major god in a Benares temple. A good deal 
of it ia active, but only in its own restiicted circle; it is not like English 
capital which, in Bagehot’s phrase, “runs as siiiely and instantly wliere 
it is most wanted and w’here there is most to be made of it, as water 
runs to find its level.”!**) Even at tlie present day a large iMirt of this 
capital is dormant : some, because its owners will only use it in specific 
ways and are distmtful of or prejudiced against, otlier forins of inrestiiient 
some, because it belongs to orthodox Muslims who, for ivligimis irasons, 
decline to accept interest : some, liecanse investments ore not a\uilable. 
A certain amount, (notably that which belongs to Hindu icini>lcH and 
shrines), is not only dormant but well-nigh dead, being dedicated to reli- 
gious purposes. Further, if proposals that we have made in other 
chapters ever come to fruition, — if the agriculturist can be taught tb 
give up unproductive borrowings, if, when credit becomes cheaper through 
the activities of the C!o-operative department, less capital is wasted on 
the payment of debt charges thenrselves, — then a piurt (rf the capital 
that is now in regular though wasteful use will become available for 
more profitable investments. The question is how to mobilise all this 
spare capital f(n;||the ultimate benefit of the country. 

617. The neede ol variotu claaeea of potential inveatore. — llefore any 
reply can be given to this question, it is necessary to examine the 
needs of the various classes who jx)S8eBB it, and their special prejudices 
and idiosyncracies in the matter of investment. 

(1) The amaU inveator. — ^Few villagers have ever much capital to 
spue; whal th^ have they at present prefer to utilize in lending to 
fellow-villagers. Such a man is never likely to be attracted by any 
type of commercial bank. FiraVy, even if banks were so multiplied 
that a branch exifded in every tahsil headquarters, the depositor would 
often have to travel a long distance to obtain money, of which as a rule 
he would only require a small amount on each occasion. In such cir- 
cumstances, he would natiually prefer to keep his money in his own 
possession. Secondly, he fa uneducated, and accordingly inca|jalde cf 
making use of the cheque system as a method ot payment, whilst his 
ordinary transactions are in any cose too small to require it. Thirdly, 
he is generally an agriculturist who,' by the nature of his business, is 
compelled to work largely on credit. He would, therefore, invuiably 
regard a bank rather as an institution frran vrhich he could conveniently 
b(mw, than as one to which he could profitably lend; but his scentiiy 


(**) homhati Street, pege IS. 
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b one that no ordinary bank would accept. What has been said of 
the small rural investor is, mutatis mutandis, equally true of the 
small urban investor. In his case, too, lack of education and the 
smallness of his daily transactions prevent him from depositing money 
in a bank; he, too, is in frequent need of credit; he, too, has few 
assets which a bank would accept as secuhty. The problem of the 
small investor can only be solved by the development of the investment 
facilities which he already possesses, namely, the co-operative credit 
society, the savings bank, and the postal cash certificate. 

(2) The rural monied class . — ^The village tnahajan, the wealthy 
landlord, or the prosperous tenant all have certain reserves available for 
investment, ]mrtly acquired from agriculture, partly from subsidiary 
■oqcupations of which moneylending is the most important, partly from 
. subsidiary sources of income, such as the remittances of friends or 
relations. As a class they have a certain knowledge of the modem 
commercial world, acquired inaiply through their connexion, in the 
guise of beapari, with the grain markets of their neighbourhood. For 
instance, many of them must have some sort of acquaintance, however 
distant, with the dealings and methods of the joint-stock banks operat- 
ing in those markets. Tliey also utilize their capital, hut only in certain 
specific types of investment, or those which they know or believe to be 
backed by government. But they must often have capital to spare, 
especially in good years, — ^which capital, if it {iroves possible to re- 
organise agricultural c^it, is likely to increase in the future. Some 
would absorb them and their capital in the co-operative credit society 
or bank, — a proposal full of difficulties which is considered elsewhere. (*') 
A more suitable outlet for their money would be the land mortgage 
bank which we have recommended. Though many of them, we feas, 
are likely, for a long time yet, to remain distrastful of joint-stock banks 
in particular, and of any investment save those to which they are 
accustomed, yet it sliould be possible, amongst the more enlightened, 
to draV a port of their capital into the bank’s cetera, provided that 
that bank is available to such investors on the spot; and if that can be 
done, then, through the agency of that bank, such cafutal will also 
be attracted to investments in government or commercial securities, and 
so into the jaincipal money markets of the country. 

(3) The urban mercantSe community . — ^The urban mercantile com- 
munity ore well acquainted with all the modern methods of investments 
and have at their command all facilities for such investment as already 
exist. All that they require is expansion of those facilities, both in 
itMpeet of remittance and credit, though principally the former. ^ 


sr 
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<4) Th 0 private eapUalut. — ^This term, for want of a better, mar 
be need ag including that clau of monied persim, — ^the pensioned ofTiciaf 
or the prafessuMial man, — ^who while possessing capital is engaged in 
no business that requires its use; the claas* in short, which above all 
others has money available for long-term investment. Their needs 
vary according to circumstances'. Some private capitalists fall in this 
respect in the same category as the rural monied class, some in the 
same category as the mercantile community: and their needs, 
therefore, require no special consideration. It is perhaps this 
class which uses most freely the facilities provided by joint-stock banks. 

618. Proposals jot the attraction of capital. — We have now exa>” 
mined the habits of various classes of {leople in the matter of saving aqd 
investment. We have noted that whilst a small minority are, in both 
directions, ready to make use of all the iiKxlem facilities available to them^ 
the great majority still have little confidence in any repository of cupitaf 
which is not under their immediate supervision; or in any financiaf 
enterprise, unless they can watch its working, or unless they know or 
l)elieve it to be backed by goveniment. On the other hand, we liave also 
noted an increasing confidence in Government’s paper money coupled 
>vith a readiness #0 break up silver hoards, which, however, is probably 
set off to some extent by additions to gold hoards. We have described 
the existing facilities for investment in the province, and for the mobili- 
zation of capital by means of remittance. Finally, we have examined 
the existing distribution of capital and the needs of various classes of 
investors for further facilities. On the basis of this discussion we now 
off» proposals tax modifying or expanding existing investment facilities, 
which, we hope, will, on the one hand, satisfy the investor’s various 
needs, and, on the other, have the effect of attracting capital, which 
is at present either not used at all or unprofitably used, into more re- 
munerative channels. 

619. Post office facilities. — (1) Savings hank and post office cash 
certificates. — ^We have received evidence from a large number of postal 
officers on the question of tnalritig the savings bank and the caidi certi- 
ficates mare attractive. The proposals may be summarized thus. 

With respect to the savings bank, a large majority of postmasters 
and superintendents of post offices suggest — 

(a) thft* the {uesent annual limit of Bs. 760 for deposits diould 

be raised to figures varying between Bs. 1,600 and 

Bs..6/)00; 

(b) . that, the rate pf interest should be increased to rates varying 

between 4 and 6 per cent; * 
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, ' whilst 006 sapeirintendent suggests a rate higher than that allowed 
hy the joint-stodc banks. With the secinid prc^xMal we find onrselvea 
unable to agree. The limitations imposed on withdrawal mean that a 
savings bank deposit is to some extent fixed, which is the justificatiim for 
paying interest; but there is no reason why Government should pay for 
deposits, which are also, to some extent, of a current nature, rates of 
interest higher than a bank would pay on a deposit that is entirely fixed. 

' We see, however, no objection to raising both the annual limit and the 
maximum total to a reasonable amount, not exceeding double the present 
figures. We doubt whether this change would appreciably affect the joint- 
stock banks, for the class of investor which will use the latter is entirely 
different to the class of investor which will use the former. So far as 
the main money market is concerned, the increase would make no 
difference : for whether the money is located in a joint-stock bank or in a 
savings bank, it would always be available, — ^in the latter case through 
the reserve bank, if one is instituted, or the Imperial Bank. 

(2) With respect to post office cash certificates, the proposals of 
Che post office authorities are as follows : — 

(a) That interest should be allowed from an earlier date than 

^ , the end of a period of one year which obtains at preseiit. 

Opinions vary regarding the date. Some officers say that 
* interest should run from the date of issue, siune from' 
month to month, some from three, and others from six 
months after the date of purchase; 

(b) that the maximum holding for one depositor should be raisol 

to figures which vary between Bs. 20,000 and Bs. 40,00n. 

(o) That the selling prices should be reduced, which amounts, of 
course, to an increase in the interest. 

' We do not recommend any of these proposals. Indeed, we should 
be nuae willing to see the rate of interest reduced, in oanformity with 
the deposit rates of bulks, than increased; for there can be little doubt 
that the present rate is sufficiently attractive to create a certain competi- 
tion between Government and the banks. (**) The maximum we con- 
sider sufficiently high, since the investor who has larger sums than that 
my.Timnm to place Can always do so in government or other securities. 

' Wodiave, however, three minor changes to recommend — 

(a) that the agency of joint-stoc^ banks and of indigenous bankers 

working on modem lines, should be used on a oomi- 
'' mission basis to sell certificates; 

(b) that up'to the moximam limit in any one ease, the certificate 

should be made negotiable. A transfer finmn one holder 

’ (M) Onr wttBMMi aver ngaidlBa tha Mnli^ of lUs vcmtMkm. rsHriifS 

il Is fsb to KT tlMt ths ioTCsIor nguot'K as haalthr, tlis baakor «ss sM. 


to another shoidd be ngiatewA in any poat offioa vithant 
diaige. The mun adTantage of this change would be to 
make it possible to use postal cash certificates as security 
for a loaa. 

(o) that there ^uld be no maximum limit on the number of cer* 
tificstes held by a bank as the result of such transfers, 
provided that they ore held by way of security and that a ' ■ 
declaration to that effect is signed by transferor and trans- 
feree at the time of transfer. 

620. At the same time, we consider that these certificates are not 
as well known, and, therefore, imt as popular as they should be. In 
this respect we mention the recommendations of the postal authorities 
as fdllowB 

(а) Free distribution through postmen of vernacular leaflets and 

notices explaining the advantages of the certificate; 

(б) free distribution at the rules governing cadi certificates in 

vernacular as well as English; 

(c) the exhibition of vernacular posters in all {urincipal places 

of resort, both in towns and villages, e.g., baxars, railway 
stations, hotels and the houses of patwaris, schoolmasters 
and^fiundan; and 

(d) personal propaganda through postal officials of all grades, and 

also through district and village official8r~’'witb the very 
important proviso, that no coercion be used.f**) 

We consider that these recommendations are all sound. To the 
various methods of advertisement, we are inclined to add a freer use of 
the cinema. 

521. Money order cliargee. — "Vfe regard the present money order 
charges as indefensibly high. We have already pointed out that many . 
already use the sterling post oflBce order in lieu of a money order. We 
also farther point out that it is actually cheaper to remit Jull notes by 
insured post, than it is to remit money by money order. The rate, 
in our opinion, should not exceed double the Imperial rates for 
remittances, which are given in paragraph 600 above. There will, 
no doubt, be a certain loss of revenue, but we fancy that it will be'laigely 
counterbalanced by increased business; whilst by reducing the temptation 
to send notes or cmn by insured post, movements of cash will pro Utnto 
he avdded. 

622. In this connexion we are inclined also to recommend the intro- 
duotum of a rupee postal order of the same type as the sterling postal 
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.^(Kder. Dor object here, however, is not so much to cheapen 
rendttanoe as to familiarize the pec^le'with the use of an “order to 
pay’* which, in all essentials, resembles the bank cheque, save that 
that order is addressed to a postmaster instead of a banker. 

628. Two other suggestions for developing the remittance facilities 
provided by the post office have been made to ns by experienced wit* 
nesses. 

(a) The post office cheque account . — The depositor places in the 
post office a limited sum of money, on which he is allowed 
to draw a limited number of cheques, usually one or two 
per week. No interest is paid on the account, and no 
overdraft is permitted. These cheque accounts are said to 
be popular in Germany, where they have been of appreciable 
assistance in the task of improving remittance and credit 
facilities. 

<b) The issue of travellers' letters of credit . — There is much travel- 
ling in India, not only on business, but in connexion with 
marriage ceremonies and pilgrimages. Many travellers of 
this description do not deal with banks, and at present have 
to carry undesirably large quantities of carii on their travels. 
A letter of credit would make this unnecessary. There is, 
of course, a certain danger of fraud, but the provisi<m of a 
specimen signature and a photograph, as on passports, would 
greatly reduce it. 

"We ore inclined to support the former recommendation, provided it 
is restricted to places where no bank or indigenous banker working 
<m modem lines exists. Tlie latter should prove of considerable use 
in the circumstances descrilied; whilst both will have the effect of accus- 
toming the people to the idea that paper in certain circumstances is as 
good as money. The fact that both schemes will be managed by a 
goveriunent department should secure the necessary • confidence. 

624. Postal insurance. — "We have already mentioned a suggestion 
that the ponal insurance scheme should be extended to the general public. 
8ubh private life insurance and assurance offices as exist (none is aotualty 
registered in the province), operate mostly in the towns; and we regard 
it as uiwise for (Jovemment to enter into competition with them. But 
their operations do not extend to the rural ureas; and until they do, we 
see no objection to the proposed extension in rural areas only. 

626. Ih making these various recommendations, we realise that tb^ 
srill certainly involve additional expenditure, especially on staff. We 
vuature, therefore, to add a eaveat to the effect that no such change 
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be introdnped unless it is either likely to be directly remunerative, w ^ 
at least involye, on balance, no further expense to the State. 

526. Relaxation of the restrictions on currency transfers and supply 
btUt.— A curremg^ telegraphic transfer is debited or credited direct to 
the cuiTeu <7 chest. (**) The supply bill is debited or credited in the 
first place to the treasiuy balance; but if that balance falls below the . 
normal figure fixed by the Deputy Controller of the Currency, (**) it must 
be recouped by a transfer from the currency chest, so that ultimately 
the burden of supply bills also falls on that chest. Tliese chests form 
an impeurtant port of the currency system, since they enable the author* 
{ties to maintain the statutory relation between the note circulation and 
the metallic reserve which covers it ; this is their primary fniK^tion, and 
their use as a method of {troviding remittance facilities, whether on 
government or commercial account, must always l>e so restricted as not 
to interfere with it. Nevertheless, we consider that the rules governing 
the issue of these documents can be relaxed in two directions. Firstly, 
the Deputy Controller may already give a general sanction covering "the 
issue of a number of currency transfers or supply bills to the same 
person up to a certain limited amount over a certain period. On 
the analogy of this rule, we suggest that the treasury officer might be 
given power to issue any number of currency transfers and supply 
bills to any nuirtfber of applicants, "up to a certain limit of amount over 
a certain period." Secondly, we consider that in the case of snb-trea- 
suries at places such as Firozahnd, which are centres of trade and yet 
possess no banking or any other remittance .*igency save the fmst office, 
it should be made permissible to issue currency transfers or supfily bills 
under the same restrictions regarding inrevions sanction as at present 
apply to issues from treasuries. We realize that this will probably 
entail the maintenance at such sub-treasuries of a larger reserve of cur- 
rency in the chest than is allowed at present, namely, one lakh. Hut 
tiiis restriction is due to two causes, both of which appear to us re- 
movable. The first is lack of accommodation; but that could generally 
be solved by the provision of a second chest. The second is the lack 
of sufficiently responsible staff at a sub-treasury. The sub-tntasury 
officer is always the tahsildar, who has numerous other duties to carry 
out and little time for his sub-treasury work; whilst there is only one 
low paid clerk (the tahvildar) in the cash department. At the present 
time, however, in this province, the entire treasury system is being " 
noflganised, in connexion with which a class of full-time and experienced 
sub-treasury officers has come into existence. Since the number of 


a- 


(**) Bemvoe ICsdmI. articles 164 ff*) and 165 (/)• 
4^*) See Reeonrrc Msntia!. 

(**} Beeooree MbouhI, uitidc 
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nib*treaaiirie8 at which these special arrangements will be •necessary 
!s not likely to be large, the additional cost involved in appointing 
special sab^treasniy officers oi the new kind in these snb-treasnries should 
not be pndiibitive. FinaUy, we suggest that both banks and banters 
diould enjoy preferential treatment, both in the matter of rates and 
•ot availability. 

527. Railway eumimj *. — As has been explained ia the appendix to 
this chapter, the earnings of railways are at present (‘-redited at the trea- 
suries of sixteen district headquarters. The natural result is greatl}' to in- 
crease the amount of currency available at those treasuries, with the result 
that sooner or later their surpluses have to be transferred to some other 
cnirency chest. For instance, Gknnkhpur, from which there are many 
heavy payments, Imtli of the ordinary and special kind, is a surplus 
treasury solely liecuuse all the earnings of the Bengal and North- 
Westem Hallway are credited there. The inevitable result is that 
sooner or later the surplus cash wlmdi accumulates in the Gorakhpur 
currency chest must be transferred to the chests of deficit treasuries, — 
a process which could have been avoided or greatly reduced had a part 
of the earnings of the railway been credited into those deficit treasuries. 
Tt should not be impossible to induce the railways so to rcairange their 
system of crediting earnings as to avoid unnecessary movements of cur- 
rency. Some ex])erienced witne&ses would go farther and suggest that 
railways should ])ass on their collections to bankers, clearing houses 
and recognised banks, wherever money happens to be wanted, against 
corresponding credits at their headquarters. There would no doubt be 
times when such an arrangement would be a considerable benefit to the 
institutions which received these collections. On the other hand, as at 
present' railway earnings are treated as if they were government receipts 
and are consequently remitted wherever they are required free of charge, 
it will be ue(*eHsary for the recipient banks to agree to give to railways 
emresponding credit at the latter’s headquarters free of charge; or, in 
other words, to effect the remittance through its headquarters branch 
without demanding the usual commission. Since prima fade, it is tliey 
who would benefit, tliis should cause no insuperable difficulty. 

528. The gdd saving certificate . — ^Tlie Boyal Currency Commission 
of 1926 recommended the issue of gold saving certificates, which diould 
be sold fbr legal tender money and be redeemable after three or five years 
either in legal tender money or in gold at the option of the holder. 
Their object was to "bring it home to the masses that gold is the 
standard of value of the rupee and that tiie one is copvertible into the 
other." They also urged that such certificates would conrtitute 
a powerful incentive to investment and a powerful antidote to hosoding. 
•"As soon as it has been established by experience as a certainty," they 
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wrote, "that gold is always forthcoming for the certificates on maturity, ' 
it is to be expected that there wilt be a gradual replacement of hoar^ 
by certificates." Since, as^already explained, there seems reason to 
believe tliat the hoards of gold have increased in recent years, we reoom* 
mend that the Commission's scheme slioiild be put into operation, witib.' ' 
this modification that the certificate should lie sold either for legal tender 
money or for gold at the option of the purchaser. The certificate should 
be issued in denominations of one or more tolas of gold. Tire purcliase 
price in legal tender money should vary according to the ruling pric« of 
gold up to a maximum corresponding to the lower gold ixiiiit, at wliicb 
the gold would leave the country, namely Us. 21-11-9 per tola. As- 
regards redemption, Government is not Ixinnd to pay, nor can the 
depositor claim to be paid, at a higher rate than Its. 21-.H-6(**) jier tola. 
But if the market price is higher than this, then the result will simply be- 
that a depositor would demand repayment in gold, and subsequently make 
a profit 1^ selling the gold in the open market. Tn practice, therefore, 
we consider that the redemption price should vary between Its. 21-3-6 and 
Bs. 21-11-9 according to circumstaiu-es. * 

529. Exlrnaion of joint-ntoeh hankimj. — We have fiointed out that 
the banking facilities already available are very unequally distributed 
over the proviiyBe. There ni-e big centres such as Cawnixire, liucknow, 
Agra and Allahabad, which [lossess a number of banks. There an 
numerous towns and indeed whole districts which possess none at all. 
We also have knowledge of cases where a bank, after having established 
itself m some relatively small market and having secured such businesci 
as was available, has found itself faced with the oomiietition of a second 
bank, which has deprived iiaof a part of that business, and occasionally 
even succeeded in ousting it alt<^ether. We regard such o(.‘nijrrcnce( 
as most unfortanate in present circumstances. The province at the 
Resent time requires not competition but diffusion of banking facilities.. 
Only the biggest commercial centres require a nnmlier of hanks. The 
smaller centres require one, or at most two. We realise that it ia 
scarcely within the scope of our enquii-y to make definite recommenda- 
tions which would have the effect of restricting tlie present freedom ol - 
any bank to open a branch where it wills; but we venture, nevertheless. 
to auggeat, for the conaideration of the Central Committee, that it wonld 
be greatly to the general advantage of the province if measures could be 
taken to regnlate the opening of new branches or new banks at places 
which ore already' fully supplied with banking facilities. 

580. It is generally supposed that the joint-stock bank when con> 
sidering the establishment a new branch is more often concerned 

(**) This M tbs nte fised for the puivfawe of by OovamiiMDt under swtina A 
of thu iMiua Cmmej Act, 1W7. 
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“with the probable supply of local depomts than with the probable 
local demand for remittance and credit. Unfortunately, a ooninder- 
■able number of potential investors will always regard the matter 
from the opposite point of view. NevertSeless, there are, in our 
Opinion, still many placies in the province entirely unserved by banks 
where sufficient business is available to justify the opening of a’ 
.new branch. And in this connexion we venture to suggest that, at 
all events in the market towns, the mere presence of a bank is likely 
*10 attract deposits. For there can be no doubt that in such towns the 
nature of banking operations is much better understood (or, what is 
possibly even mure important, less misunderstood) than it was even 
a few years ago. 

531. Nor is that all. There are many places in the province where, 
'though there may not be sufficient business to justify the opening of 
a provincial branch, tiunre is a large seasonal business well worthy of a 
'bank’s attention. As an instance, we may mention- the trans-Bapti 
.‘tracts of Bosti district, in which, together with the neighbouring Nepal 
Tarai, the cultivation of the liner brands of rice is a speciality. The 
whole of this very large and valuable crop is annually exported, and 
money is required in considerable sums to finance both its production 
■and its export. Obviously a temporary branch of a bank opened during 

« the busy season at such a place as Uska Bazar or Napgaon would be of 
■great advantage to the large firms that buy in this market. 

532. Again, there are many even smaller places where there is 
■considerable business on market days. In such coses banks might well 
'find it profitable to open a periodical “counter,” which would be staffed 
vand financed from some neighbouring branch. In a word, though we 
wish to avoid any appearance of teoc^ng the banks their business, we 
cannot help feeling that they are merely content to compete for the 
custom of a limited class, and are not fully aware of all the possibilities 
•open to them; and we offer these suggestions as much for theit 
-consideration as for the information of the Central C!ommittee.(*^) 

533. Bfinking legislation . — ^We have seen that banking for its 
success depends primarily on public confidence. We have also seen that 
dhe associati<m of Government with any credit institution, such as the 
Imperial Bank or the oo-operative banks, tends to increase public confi- 
dence itt'^hose institutions. It follows, therefore, that one means, — at 

' 'the present time possibly the best means — , of fostering the growth (**) 

(**) In this connezimi wn mention s point, whidi may teem email, yet is one 
■to which some of onr moot experienced witneeeee attach g re at impoitaaoe. Hoirever 
tsm^oraiy or periodical a branch it a bank ptey be, it should mvariably have a ntirmanwow 
riocatim marM by a permanent signboard. The somewhat unsophisticated aient tM 
likely to deal with ench minor branches is quite used to the idea of shone tr 
KAnor pmses of bmincBS ihst are only open at interrals, Imt he likea to feel cetlam 
Shat when thuM interrals come lonnd, that shop or place of bnsinesa wttt be ^pcn. 
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nf tha buikiiig ^*Btem and atimulating the bankin^f habit is to bring 
iGovenunent into closer association with banks generally. For this pur- , 
pose, we suggest the desirability of banking legislation, and especially 
ithe appointment of government bank examiners, men who are not merely 
auditors in the restricted sense of that term, but experienced practical 
bankers. We do not desire to disparage the auditor. His profession is 
honourable and his duties of high imix>rtance; but at the present stage, 
at all events, more is required than mere audit. There have l)een banka 
who through sheer ignorance have committed blunders M'hich have 
involved themselves and their clients in ruin. There have lieen other 
Vanks who have exploited the res(tectabi]ity which the tenu ‘bank* con* 
notes tar their own personal advantage, and to tlie detriment of the 
public. Again, as we have just seen, the expansion of banking is at n 
atage where its regulation is inqierRtively necessary; where some author-., 
ity is required to prevent the o])ciiing of new l>anks or new branches at 
places already fully supplied with banking *facilities, and tr> keep the 
banks supplied with information regarding the localities where business 
is available. For such purposes, an administrative rather than an audit 
agen<^ is required. We restrict ourselves to.these general obson'ations. 
'The details we leave to the Central Committee within whose sfiheie the 
question of bunking legislation lies. 

534. Clearing hmae facilities . — ^At the present nioinent, the clear- ■ 
ing house business in India is conducted by the Imperial Bank, but 
only at eleven centres, of which one, Cawnpore, is in this proviuce.C*) 
The business is carried on in the offices of the Lnperial Bank at these 
centres. It is su])ervised by an officer of that bank; the cxiHiiises are 
borne by all the clearing banks in equal shares. A bank can become a 
member of the clearing house only by the consent of existing members. 
We feel that if the cheque system is to be {X)pulari/ed, it is neciissary that 
these facilities should be largely extended. We consider that there 
ehould be local clearing houses in the large towns, whei'ever there are 
.-sufficient banks or bankers to supply them with work. Tlicre should also 
be a large provincial clearing house at Cawnjxire which should act as a 
country clearing house. We see no objection to the rule which prevents 
a bonk from becoming a member of the clearing house without the ap- 
proval of existing members. The same rule, we believe, is in force in 
Ixmdon, where there are many major banks which are not members of 
the clearing house. Such banks can always obtain the privilege of clear- . 
ance by arranging with a member of the house to act os their cleairing 
agent. But if the banking legislation which we have recommended be in- 
troduced, any bank or banker whose application tar membership is recom- 
mended by the government bank examiner or other administrative officer 

(**) Hie other ten nte Ahmedsbed, Bombsy, CnlcntU, Cokeobo, Delhi, geraebi, 
Lniiore, Medru, Bongoon sad Bimle. 
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in ehaige of banking affairs, should be admitted as a member of the house 
in its own name. This, we understand, is the case in the United States 
of America. All clearances should be at paiv 

Some of our membefs suggest that the clearing house should deal 
not only with cheques^ as at present but with bills, hundia and other 
instruments of remittance: that it should, in fact, be a coUecting house 
as well as a clearing house. Distances in India are great, and few 
banks have branches at all important centres; and a collecting agency 
wcrald, no doubt, be a great convenience, whilst in present conditions, 
the clearing of cheques by itself is not likely to provide any clearing house • 
with sufficient business. We commend tlie suggestion to the notice oT 
the Central Ccxmmittee. 

686. The Reserve Dank . — ^We do not propose to make any addition 
the ccmsiderable mass of literature which already exists on tiiia- 
subject, which indeed belongs rather to the Central Committee’s sphere- 
than to ours. We need merely say that in agreement with a majority 
of cnu: witnesses who have mentioned the subject, we consider the- 
institution of a reserve or central bank essential to a well-organised 
banking system. It is necessary, however, to point out tliat the- 
institution of such a bank would entail the modification of certain of the 
proposals which we have made in previous paragraphs. 

Firstly, the provision of clearing house facilities would naturally 
become one of the principal functions of the reserve bank, and their 
location or number would then depend on the reserve bank's 
convenience. 

Secondly, oiu- proposals regarding supply bills and currency 
telegraphic transfers woqld fall to the ground; for the reserve bank mnsb 
necessarily take over the control of all currency chests, managing them 
either directly through its branches or throng such other banks as 
may be appointed its agents in places where a branch does not exist. 
Government remittance would then become a mere part of the genenff 
problem of internal remittance, with which the reserve bank must- 
necessarily deal; and such devices as the supply bill and currency 
transfer would cease to exist. 

Thirdly, since every currency chest must come under the oontrot 
ci the reserve bank, and since that bank, in places where no brancdi of 
its own exists, must necessarily exercise that control through some 
agent bank, it seems to follow that as a corollary to the institution ot 
a reserve bank, a branch of some approved bank or banlmr must come intev 
existence in every place where there is a ourrency chest. The brancsb 
may be small, but, os we understand the sitnatiem, a brancdi must bfr 
there. • The institution of the reserve bank, therefore, will necessarily 
lead to that diffusion of banking thremghont the province for which ww 
have {deeded. 
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APPENDIX. 

Analgsis of the figwee ehotoing the movement of eurreney during the 
period AprU 1, 19*24 to January 31, 193U. 

1. A table is printed at the end of tills nuie which shows the 
absorption or return through currency of notes and coin in every cur- 
rency chest in the province, for the seventy months beginning April 
1, 1924, and ending January 31, 1930. They were compiled under the 
direction of the Currency Officer at Cawnporo nt our request. 
The calculation in each case consisted of (1) adding to the 
opening balance in a chest remittances (of coin or notes as the case 
might be) received from outside the district, and (*2) deducting from this 
total the closing balance of the chest at the end of the {leriod, plus 
remittances sent outside the district. If the result was a plue figure, 
then “absomtion” had occurred, i.e., of cuirency by tlie public. If it 
was a minus figure then there hod been a “return”, i.e., of currency 
from circulation to the currency chest. The calculation , in the case of 
notes, however, is to some extent complicated by the cancellation of 
notes which have become unfit for circulation. Such notes are allowed 
to accumulate and remitted to the currency office from time to time. It 
is impossiblei^ therefore, to say that the cancellations of one year relate 
to the notes returned in that year. But tihkon over a long |ieriod, the 
total cancellatmns indicate nnighly the extent to which total absorption 
amounts merely to replacement of old notes by new. 

2. The table gives the figures separately (1) for the six periods June 
to August; and (2) for the rest of the period. During these months 
accumulations at the chests are abnormally high as the result of the 
xevenue collections which have occurred in the months of May to July. 

8. The following are some of the principal causes which affect 
movements of currency : — 

(1) RaUtoay receipds. — Enquiry from the accounts office show that 
railway earnings are for the most part {Miid at the following treasuries : — 
Cawnpore,(') Bareilly, Naini Tal, Sitapur, Benares, Allahabad, Oo- 
raldipur, Lucknow, Etawah, Dehra Dun. Meerut, Moradabad, Jhansi, 
Jalann, Banda, Agra and Saharonpur. Railway earnings appear to 
have the following effects on the figures: — 

(a) In all the places mentioned there is a large return of notes, 
the major port oS which are subsequently cancelled. For 


(*) Csmipan, lioweT«r, do« not appear in tfaoM ratanw. n# laaaoB is that tha 
CBimnej eOee la aitnatad at that pfaca, with the mndt that its tranaoetinna eorKaaewi 
tha tmanetiaM el the net el m p eav l nea, bat la tha reaena direetiex 
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instanee, at Goialdipur, whidi treasury receives the eanK 
iugs of the Bengal and North-Western Bailway, the total 
return of notes during the peri6d was 886^ lakhs of which 
701} were Cancelled. Out of a total figure of 8110} lakhe 
of notes cancelled in the whole province during this period^ 
2270} or 73 per cent, were cancelled at the sixteen 
treasuries mentioned. 

(b) Railway earnings also mean a return of coin in most the 
treasuries mentioned; but the return of coin is usually 
much less striking than the return of notes. The reason 
is said to be that a portion of the railway’s takings in 
silver me retained to ]>ay their numerous menial staff. 
Nevertheless, the total amount of coin returned at the 
sixteen treasuries mentioned above amounts to 1004| 
lakhs out of a total return of 1361} lakhs or over .80 per 
cent. 

(2) ^filitary payments . — Military payments mean the absorption- 
of considerable quantities of money without any return to counterbal- 
ance it. The absorption may be either of notes or coin, but judging 
from the figures it is principally the former. They are heavy in four- 
teen treasuries, namely, Naini Tal, Banikhet, Debra Dun, Boorkee, 
Bareilly, Meerut, Muttra, Agra, Allahabad, Lucknow, Sitapur, Jhansir 
Benares and Fyxabod. 

(3) Post office operations . — ^Tlie ordinory postal operations, i.e., 
tltose connected with the des{iatch of letters and parcels mean every- 
where a return of money. This result, however, is largely modified by 
the figures of other postal operations, i.e., those connected with sav- 
ings bonks, cash certificates and money orders. Where (1) the deposita 
in a savings bank exceed the withdrawals; where (2) the issues of cash 
certificates exceed the discharges; and where (8) the issues iff mon^ 
orders exceed the payments, — then there is a return to currency. In prac- 
tice, deposits of savings banks usually exceed withdrawals and issues of 
cadi certificates usually exceed discharges; but the differences in both cases 
are always small. On the other hand, payments of money orders. very 
frequently exceed issues and the difference in this case is often decidedly 
large. The district figures vary enormously : in Jhansi the average an- 
nual return is alxmt 19 lakhs, in Benares the average annual absorption 
is about SO lakhs. Only fifteen districts, however, show a net return on 
postal operations of this nature, namely, Bahroich, Jhansi, Hardoi, Eherir 
Bitapur, Mnaaffamagsr, Saharanpur, Budann, Shahjahanpur, Filibhit^ 
Etah, Mainpuri, Etawah, Almma and Naini Tal. 

(4) Agricultural trade . — Whenever there is a collecting centre for 
agricultural produce, a certain absmptum occurs as ennsney paasen 
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ofot first into those centres, and thenoe into the villages. 
Again, where there are distributing centres of agricultural 
jKodooe farther absorption occurs. The arhatUt who despatches his- 
produce from Hapur to Bombay will ultimately receive his money in. 
Hapur, and thereby tap the currency chest at Meerut. .Absorption on 
these accounts must be felt in almost every district in the province, but 
is likely to be specially heavy in the west, which contains many laipe- 
collecting and distributing centres. 

(5) Agricultural ealumitics . — In an unfavourable j'ear the normal 
return to currency is reduced by remissions of revenue, whilst absorption- 
is increased by large outgoings of money required for agricultural loans. 
As it happens, however, there was only one year in the entire period to* 
which these figures relate, which could be regarded as in every way 
normal. In 1924-25 there were disastrous floods, the results of which 
persisted into 1925-26, whilst from the second half of 1928 to the end 
of the period one crop failctd after another. These calamities, however,, 
were very unevenly distributed over the province, and it accordingly 
becomes a matter of great difiicnlty to evaluate their effect on movements 
of currency. Figures, however, have been worked otit which show 
fm the whole province — 

(1) the. issults of the normal year 1926-27, 

(2) the average annual results based on the figures of the rest 

of the xieiiod. 

We thus get a comparison between a normal and an abnormal year, 
the results of which are as follows. (A plus sign means abBor|)tion, a. 
mtniM sign return; figures are in lakhs.) 
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These fignres show that whilst in a normal year the absorption of notes- 
is larger than the absorption In an abnormal year by about 18 |)er cent., 
yet the return of coin in the former is larger than in the latter by 48 per 
cent. The reasons for this disparity are apparent from the figures for- 
the two parts of the year. In a good year revenue colleetions, which ore- 
nuwtly paid in silver, are much larger than in a bad year, with the result 
that the. return during the. period July to August is much larger in tho* 
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fanner than in the latter. On the other hand, in a bad year Owernment 
is to nidte large advances to agricultarists, usoally in October 

to December, with tlie result that the absorption during the second part 
■of the year is much heavier in a bad year than in a good. 

(6) Canal conatruetion. — Throughout the period which wo are oon- 
■aiitAfing the construction of the Sards canals has been in progress 
resulting in very heavy payments at certain treasuries. These payments 
have taken place mainly at Bareilly, Ducknow, Filibhit and Shahjahan- 
pur. To a large extent tlie consequent absorption would be of coin re- 
quired to pay the wages of labour; and in fact there has been large 
■absorption at all the four treasuries mentioned, except Liucknow, where 
there ore numerous other causes to counteract it. 

(7) Pension 'payments . — ^Pension payments naturally occur at all 
treasuries. There are, however, some where they are particularly high, 
for the following reasons : — 

(a) Many districts contain a large number of military pension- 

ers. The most notable are the western districts such as 
Meerut, Bulandshahr and Aligarh, which are recruiting 
districts for Jats, and some of the Oiidh districts, which 
are recruiting districts for Bajputs, and the lull districts 
for Garhwalis and Knmaunis. 

(b) The province contains a large number of holy places, such as 

Benares, Hardwar, Ajodhia and Pmyag (Allahabad), 
where Hindu {)ensioncrs from all over northern India 
settle down. In these places also the pension payments 
are particularly large. 

(e) In the hill districts, notably Dehra Dun, there are a number 
of European and Anglo-Indian pensioners. 

(d) Gorakhpur is a large centre for the payment of Gnrldia pen- 
oioners, '^iho come there once a year to receive their 
money. 

Pension payments, of course, mean absorption, for the most part, 
probably, of notes. ^ 

(8) Foreign trade . — ^There is a considerable trade with Nepal and 
'Tibet, the balance of which in both cases appears to be against British 
India, with the result that a good deal of British currency passes over 
■the border. In the case of Tibet the absorption is probably of cmn. In 
Nepal, however,- it is largely of currency notes, where they pass at a 
premium, and indeed are accepted in preference to Nepalese oaiin.(*) 

(*) (tae hiuidnd British n y m are eqpud to ono hniidnd oad twontr-fivo VepilcfS 
rnnea, but British notss worth oos hiudna mposs will gcasnlly fstd) ono hundrse 
sal twsatr-oight K qwlsss m p s es . Onlp the cvren^ notes of Cswq^ snd Cckuiw 
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rumn$ thawing ahtarplion or ratum (-) ofnatw^nd^n through 
J!!LL, >om April 1, 1924 Co Jummry 81, IMP. 
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PART VI. 


GHAPTEB xm. 

Kisgbllakbous. 

I.— Tmda In the Hills and on the ftontlsr. 

636. There is a oonsidersble amount of trade between Tibet and 
Nepal and certain districts of ihiiP|MroTince which lie on the frontier of 
these countries. These districts are > 

Almora and Garhwal, for trade with Tibet; 

Aliiiora, Naini Tal, ^hraich, Basti and Gorakhpur, for trade with 
Nepal. 

(1) Tibetan trada — (a) Marketing. 

637. Importanee of the trade vnih Tibet . — ^The importance of the 
trade with Tibet can be f^auged from the following extract from a letter 
from Mr. J. Adams, the Becretary to Government, Fcvt William, 
to Colonel 1). Oohtorlony, Politkuil Agent at Ludluana, dated Sep- 
tember 30, 1814, instructing that officer to promise general res- 
titution to the chiefs west of the Jumna who had been dispossessed by 
the Gurkhas in the event of the success of British arms in the Nepal War 
<1814-16). "The eventual exception from the general restitution chiefly 
referred to in the 18th paragraph although not coming within the im- 
mediate sphere of your duties is yet ho connected with them os to make 
it expedient to advert to it in this place. His Lordship is not sure 
whether it may not be expedient for the British Government to aj^ro- 
priate to itself Srinagar including the valley of the Deerah Doon, and 
the territory dependent on it, not so much with a view to revenue as 
for the security ci commercial communications with the country wheie 
shawl wool is produced. The object would require the possession by 
tlie British Government of a tract of territory quite close to the frontier 
of that ‘country. His Lordship is not apprised of the local ohjections 
which exist to the aj^iropriation of such a territory,* of the practicability 
of defending it^ or of its aptitude to promote the object of tradej which 
has just hem stated, nor whether to rmider it complete it may not 
require the addition of a porticm ci the contiguous tenitoiy of Seemami 
. . . . . The question will in the meantime remain open for deoi- 
«don and will not be affected by your proceedings relative to the terri- 
tories west of the Jumna . . . .*'(*) 

(*) Pssfst doMmmnrt JtMonli, Ydluins II, T******— * Afsaiy, UtO— 41, ta§a 4U* 
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686. The periodical fain. — ^Tliat world-wide institution, the “fair,** 
baa been defined as “a periodical gathering fur sale of goods ^ often with 
riiowB and entertainments, at a place and time fixed by charter, statute 
or custom.” Many fairs are held in the province and seive a useful 
purpose everywhere. But if they are valuable in the plains, they are 
indispensable in the Himalayas. Hill roads are few and often iinitasaable 
during the winter months l)ecauHe they tm; covered, with snow, during 
the rains because the torrents that intersect tlieiii become, uiifordable. 
A free exchange of goods is then im{x)ssiblo, and the annual fair is often 
the only oppoitunity when tniders and ciiKtoniers con meet. Such fairs 
in the hills are usually connected witli I'eligion : most of them arc held 
in the winter when the hill folk are (ximimratively free from field work. 

589. The following brief account of certain fairs held in the Almora 
district will 8er\'e to sliow their inifwrtance. 

(1) Bagesliwar is a place 97 miles north of Almora and 14 miles 
from the motor rood. Tlie fair is held at the confluence of 
the rivers Giimti and Harju on the Makarsankrant day, 
which falls in January. It begins one day previous to the 
Sanhranti and lasts for four or five days. It is less an agri- 
cultural than a coniinerciul fair. Here tradei's from Almora 
ian<]^Naini Tal meet the Bhotiya traders, especially those 
of the Johar valley : the average attendance exceeds 10, (MX). 
The merchandise of the latter consists chiefly of Bhotiya 
and Tibetan goods — ^Bhotiya )iunics, goats, and slieep; 
yaktails, sinks, hides and furs; raw wool and wcwllen goods', 
o.g., chutkas, thulmoH and shawls; Tibetan curiosi- 
ties, and various medicinal articles such as musk. The 
Almora and Bageshwor traders and artisans sell cotton and 
woollen doth, iron, brass. and copper utensils and imple- 
ments, gur, oil, salt and other similar commodities, ^te 
neighbouring villagers bring provisions and fruits, — milk, 
■curds, oranges, plantains, sugiurc^ane, walnuts, and such 
artides as ringal mats, baskets of various shafies and sizes 
and forest produce. The transactions amount in value to 
some 8 or 4 lakhs of rupees. 

<2) Jouljibi is situated on the Nefielese frontier and at the cou^ 
fluence of the rivers Gori and Kali. The fair takes place 
on the first day of Margehirkh (mid-Novend)erj , and lasts for 
nearly a week. It is a commercial fair attended by Tibe- 
tans, Bhotiyas Mid Nepalese. Its importance is fast 
increasing on accotmt of the fact that it is the first mart 
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▼isited by the Bhotiyas on their return from Tibet. . Th» 
merchandise is chiefly Tibetan and Nepalese, and indudea 
iwnies and woollen goods. 

(8) Thai is on 'the eastern bank of the Bamganga. The fair is 
held in the middle of April and lasts for nearly a fortnight. 
Here the Bhotiyas ooinjdete their accounts with the hill 
traders and make their pie|>arations for their journey into 
Tibet. The fair is a sort of clearance sde of the goods 
wliich the Bhotiyas have been unable to dispose oi 
in tlie Bliabor; and the goods are naturally both inferior 
and cheap. The final purchases for the Tibetan marts are 
also made here. The average attendance is about 12,000. 

The fairs at Jouljibi, Bageshwar and Thai supply the require- 
ments of the Bhotiyas and of the people of the central and 
northern pattis. There are other fairs which serve the 
inhabitants of the lower hills, but these latter have lost 
much of their fcnnier importance, »s a result of the develop 
ment of communications and marketing facilities. 

640. Trade . — ^The trade is the monopoly of the Bhotiyas. These 
people are the carriers of the entire Indo-Tibetan trade, both export and 
impart : and they are also manufacturers. They owe this monopoly partly 
to their knowledge of the Himalayan passes, which no outsider would 
attempt to cross, partly to their ftienddiip with the Tibetans : for the 
ktter will not enter into commercial relations with anybody who will not 
eat with them. 

The Bhotiyas are trading in Tibet during the hot months, and in 
Kumaun daring the winter. They are divided into five groups, live in 
five different v^eys and enter Tibet by five different passes. Three of 
these, viz., Johar, Darma and Byans, are in the Almora district, Niti and 
Mana are in the Garhwal district. Each group of Bhotiyas has its differ> 
ent market in Tibet : for instance, the market for Johar is Gynema, that 
for Darma and Byans is Toklakote, that for Niti is Daba, and tiiiat foe 
Mana is Tlioling Math. Each Bhotiya has his own mitra (bndeer) in 
Tibet. There is an initiation ceremony known as *‘etUji mulji’* in the 
course of which the Bhotiya presents a turban to his mitra. After this 
cerembhy the Bhotiya must bring to his mitra whatever British Indian 
ccunmodities he requires, whilst tiie mitra in return must provide the 
Bhot^ with all the Tibetan commodities which the latter requires. 
Each Bhotiya is eztramely jealous of his mitra, and would strongly 
resent an attempt by any other Bhotiya to deal with him. In case of any 
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breadi of his agreement the offending Bhotiya is liable to pnnishment; 
sometimes the agreement is written and includes a i^nal clause. These 
fitttfM are bought and sold like other commodities, but in any such bar^ 
gain the consent of the original nutra is necessary. (*) 

641. The passes into Tibet are opened by Tibetan officers who come 
to the British territory to inquire whether there is any e|>idemic in the 
Bhotiya villages and to collect a graaing tax. The Bhotiyas have also 
to pay a tax on entrance. The following taxes are levied from the Bhotiya 
traders entering Tibet : — 

(1) La Thai. 

(2) Poll tax on men, women and children. 

(8) 8a Thai. 

(4) Loog Thai. 

(6) Chung Thai. 

The multiplicity of these taxes is due to the administrative system 
of Tibet where minor posts are sold to the highest bidders. Sometimes 
the Bhotiyas are actually robbed, and their articles taken fmm them 
by petty officials by physical force at nominal prices. 

642. Exports . — The principal items of oxjM)rt. In 'rihef are fo«)d- 
groins, for Tibe|is a bleak and barren country largely dependent upon 
India for her food. The cliicf grains exported are rice, tuonihia, wheat, 
barley and jhuntfara, Other exports arc sugar, j/f/r, tea. tobacco, cojiper. 
iron and aluminium utensils, cotton pifice^goods, matches, fiorcelain 
wares and silver. 

648. Imports . — :The chief imports aiv borax, wool (both raw and 
manufactured}, yaktails, furs, hides and skins, ponies, mules, sheep and 
goats. The trade in salt and bmax is fast diminishing owing to the 
advent of cheap 8ambhar salt and cheap Euroiiean borax. This loss is 
being compensated by the rapid expansion of trade in wool. In 1840 
only 22 maunds of wool were imported. In 1922-2,3 the imports rose to 
13,^6 maunds of wool. 

644. The final preparations for the Bliotiya trade in Tibet 
begin by the end of May when the snow has melted and the 
passes can be crossed. Daring Aju-il and May, i.e., after the Thai fair, 
ihe exports for Tibet are carried from the entrepots to the midland and 
highland Bhotiya villages. In June the entry into Tibet begins. Goods 
are carried on goats, sheep, mules and jibhus. Throughout July and 
-early August people and sheep are continuously coming and going. Tlie 
bleak and Tibetan marts become populous tent cities. Men, animals. 


(■) 8m Bridoan, Vol. m, p. 168. 
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piles of wool, bags of salt and borax, packages of cotton cloth, tea and 
grain occupy all the available space. Only the richer traders carry 
inon^; the poorer Bhotiyas are content to barter commodities. The 
Britisli Indian silver coin is usually at a premium, but the Tibetan 
officials insist on payment in tankaa and fix unfavourable rates of 
exchange. The Bhotiyas buy a stock of Tibetan tankas at KaUmpong,. 
Shillong and Calcutta. When trade is carried on by barter the Bhotiyas 
are usually cheated, and a number of their animals return without a load. 

646. Between June and October all adult Bhotiyas are busy in the 
marts of western Tibet, whilst their womenfolk remain at home working 
their looms and looking after the household. There are base depots both 
in the high hills and in tlie valleys. The Tibetan goods which have been 
bought are first stored in the higher d4])dtH and as winter advances are 
carried down to the lower ddpdts. During the Tibetan season the Bhotiyas 
usually inaki' two or three journeys to the lower d4p6ts from the higher 
hills. Some of the goods on their way down, especially salt and wool, 
are sold in villages on either side of the route. Thence they are taken 
to the two fairs at Jouljibi and Bageshwar, and what remains goes to 
the Bhabar markets, Haldwani. lininnogar, Taniikpiir and Kotdwara. 
Tlie greater [tart of the raw wikiI, however, is sold to agents of woollen 
mills at railhead. Two or three journos to the Bhabar aio usually neces- 
sary before all the goods in the d^fidts can be sold. As already mention* 
ed, the final cleai'ance sale takes pla^ at Thai. It may be mentioned 
that the Almora Bhotiyas cany on a certain amount of trade with 
Nepal between November and June. 

(6) Finance. 

64(1. Tlie Bhotiyas inhabiting the valley of Johar are well-to-do; 
They operate with their own capital, and also receive accommodation 
fiom three sliops at Calcutta and two arhatias at Delhi who deal in 
goods which find sale in Tibet. These arhatias and shops charge in- 
terest at 9 per cent. Certain dealers in cloth at Baninogar and Kashipur 
in Naini Tal district also supply the Bhotiyas with cloth, and charge 
interest at 12 per cent. The richer among the Joharis lend to their 
fellows and charge 9 to 12 per cent, from big, and up to 25 per cent., 
from small, traders for a period of 7 months, June to January (Jeih to 
Uttraini^, Nevertheless, credit facilities among the Joharis are not 
adeqnnte, for they depend upon the price of wool which they bring from- 
Tibet, to which we shall refer shwtly. 

647. Unlike the Joliaris, who deal mostly in costly goods like clodi- 
the inhabitants of Darma, Byans and Chaundas, Niti and Mona deal 
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mostly in cheap stuffs like grains and pulses. They depend for their 
credit needs on certain moneylenders of Dhorchnia. Lohaghat and Jodti- 
math. Some of them are also financed by the Jdiaris. These mon^- 
lenders advance money to the Bhotiyas in June or July, and are paid 
back in February or March after the wool or borax brought by the Bhoti- ' 
yaa is sold. Interest is charged at rates varying from 12 to 80 per 
cent, for the period. They also act as agents in the principal emporium 
of Bhotiya trade, Tanakpur, and charge a commission from both the 
purchaser and the seller. As they lend money on little or no security 
they accompany the Bhotiya traders after their return from Tiljct and 
move with thoin to Tanakpur during the winter season, returning to the 
hills when the Bhotiyas come back after selling their wool. As they 
act as middlemen in the sale of wool the moneylenders realise the sums 
advanced by them from the price ]igid by the purehaser and pay the 
Ithotiyas the balance received. 

648. The Bhotiyas have thus to depend for the sale of wool which 
they bring from Tibet upon these moneylenders. The latter are more 
interested in the realisation of their advances than in the sale of the 
wool, and are ready to sell it at any price, whether it be adctjnate or 
not. It is also alleged that the rate of com mission which they receive 
from the pinol^fpiers depends upon the t'heapness of the price at which 
they can get the Bhotiyas to sell their wool. It is, therefore, not sur- 
prising that the price of wool has been going down for the last two 
years; it is said that this year the Bhotiyas were forced to sell their wool 
at Bs. 38-44) ^ler maund, which was less than the price paid by them 
in Tibet, although these yery moneylenders hod made a contract with 
the Bhotiyas to purchase wool at the rate of Es. 40. If these facts am 
true, the methods employed by the moneylenders are disttreditable. 

649. Another difficulty exfwrienced by the Bhotiyas lies in the 
fluctuating rate of exchange of Til>etan coin called Uinln. The Tilietans 
prefer the British rupee on account of the purity of its metal and its 
permanent value, but the Tibetan officials fix the value of the nipee in 
terms of tankas to their own advantage and demand that the Bhotiyas 
should msdee payment in tankas or British coin as suits them best. 
Ma|^y Jbhari traders purchase tankas at Kalimpong, Darjeeling, Gan- 
hati or Calcutta at seven or eight tankas per rupee and sell them at five 
or six to their brethren before leaving for Tibet. The value of the 
tankas is so fluctuating that whereas it stood at three to four per rupee 
in 1924-23, it stands now at seven to eight per rupee. Further, them 
is no market where the Bhotiyas could sell surplus tankas. 

660. The Bhotiyas, therefore, experience difficulties in three ways 
(1) Th^ have to pay a high rate of interest on their borrowingSi (9 



thqr have inanffimant marketing facilities for their wool, and (8) there 
IS no agency for the exchange of British numey into Tibetan coin or 
vice vend. The credit facilities also aeem insufficient for their present 
requirements, but the problem of providing such facilities is difficult 
because they can offer practically no security, and further for more than 
four after taking a loan they are absent from Antish India. 

But if the Bhotiyaa could be organised under the co-operative system,* 
they would have no difficulty in obtaining cheap and eufficient oredit. 
in this case a number of inimary societies could be established eadi 
covering a number of villages, which would be linked to the central 
banks. The general system would be the same as in agricultural societies 
and banks : but the central banks would also assist in the diqiosal iff the 
merchandise of the Bhotiyas by keeping them in touch with the market 
for wool, greatly reducing the marketing difficulty. They would also 
imrchase Tibetan coin and thus perform the functions of an exchange 
bank, the need for which is generally felt at present. We understand 
that about three years ago an attempt was made to open a co-operative 
bank for Jdhar and about Bs. 15,000 were subscribed as share capital. 
We recommend the establislimeut of a central bank in the Almora district 
and another in Garhwal district. An organisation on the lines suggested 
above with the improvement of communications should lead to a con- 
siderable expansion of the Indo-Tibetan trade. 

661. It has been pointed out to us that there ore certain difficulties 
in establishing societies of the kind suggested. The Bhotiyas are said to 
be in the clutches of the moneylenders through their heaven who are 
extremely influential among their people. The moneylenders will natur- 
ally (^pose this scheme, and so will the leaders unless it be possible to 
convert them to co-operation. But the fact remains that the movement 
will require at the start that assistance of educated and unselfish leaders. 

(2) Nepaleee trade. 

662. Nepalese trade is carried on in three ways : — 

(1) The traders from British India visit the markets in the Nepal 
territory and purchase ghee, groin, spices, honey, sUajit, etc., on catii 
payment and traders from Nepal visit the markets in British temt^ 
to sell their merchandise and purchase cloth, copper and brass ntenc^. 
kerosine oil, etc. All goods that are imported into or exported from 
Nepal are heavily taxed. Grain, however, is free from taxation. 

(2) Smne Britiah Indian traders run shope dealing in goods of 
various kinds chiefly at Bntwal and Katmandu which are the two im- 
portant commercial centres of Nepal. These shops generally store cloth. 
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floap and fimcy goods, etc. Chintz doth from Tanda in F^zabad dia> 
trict and soaps manufactured in Goraklipur district sell freely. Other 
eommoditieB ate obtained from Calcutta or Cawnpwe. These du^ 
ke^ers have to pay a tax of Bs. 3 per year called gharduari, and octroi 
■duties,. whidi vary in the case of different uouimodities; the average is 
Be. 1*^ per cent. 

(3) Traders from British India take contracts of various kinds : for in- 
stance, for the collection of the hides of deail cuttle, for the sale, or licens- 
ing the sole, of excisable articles, such as liquor, charas, ganja, bhang, 
bones, horns ae honey, and for the levy of grazing charges on all cattle 
which go to the Nepal territory from British India. Sucli contracts 
cover one or mote districts and last for three years. The contrac-ts are 
auctioned in the district courts in Nepal. The cuiitractors are chiefly 
residents of Gorakhpur. For the last two years Muhammadans have 
been debarred from bidding, — a great loss to the Muslim rt^sidents of 
Gorakhpur who have been carrying on the trade in hides for genei-ations. 
The sale of cigarettes forms the subject of another contract, which if 
sold annually toac a lakh of rupees. There are also contracts for extras 
ing timber from the Nepalese forests. 

668. British currency posses freely in Nepal; indeed, the demand 
for British Indian currency notes is so great tlisit they go to a jfreminm. 
Ordinarily 125 Nepalese coins arc equal to 100 ni|NM.*8, hut u hundred- 
rupee note fetches 128 Nepalese coins. The Gurkha treasuries 
accept British rupees or currency notes in payment of dues from traders, 
■contractors and zamindars, but only those of the Cawn|)ore and Calcutta 
circles. 

• 

564. The traders and contractors working in Nepal are Britisli 
Indians and th^ obtain credit in the same way ik'* the retail traders work- 
ing in British India, viz., from the arhatias at Cawniwre and Calcutta. 
'Vi^t th^ need most is not finance, but protection whilst bringing 
money to their homes after selling their goods, as robbery is frequent 
and they are not allowed to possess firearms. Another difficulty experi- 
enced by these traders is that they are not permitted to pnrcliase land 
in the Nepal territory, not even for building a house, and as they have 
to give security for their contracts in cash or landed property they have 
no option but to lock np a part of their liquid resources in cash security. 

(8) Tindter trade. 

566. The timber trade is important in the hills. The valleys are 
ridi in cktf and deodar, whilst the Tarsi is full of »al, shieham and 
Jehair (catediu). Chir and deodar timber is found in tlie districts of 
J^ehra Dun, Oaihwal, Almora and Naini Tal, whilst sal and ehisham 



sboand in the districts of Dehrs Dan, Oarhwsl, Naini Tal, Ehetir 
Bnhnich, Gonda, Basti and Oorakhpnr. 

666. System of forest contracts . — The trees in the Tarsi forests are 
sold by auction, generally before the end dt August. Ten per cent, cf the 
price is realised on the spot as earnest money and the rest is paid ia 
three instalments. Contractors who are not known to the Forest 
dqiartment or who are residents of Indian States have to pay 20 per 
cent, as earnest money. The contractors engage sawyers who are paid‘ 
an advance; these men hail mostly from Gorakhpur, Delhi, Bchtak and' 
Almora districtB. The wages of Delhi sawyers are Rs. 60 to Bs. 66 per 
month according to outturn (4 c.ft. to 7 c.ft. a day); the hill sawyers 
receive Bs. 26 to Bs. 35 per month. The forests must be cleared by June; 
sawing must be finunhed in March. The coolies 'and cartmen engaged 
in carrying timber to the railhead are paid on delivery of goods at the 
destination. 

657. The forest contractors* financial operations are as follows : — 

(1) Earnest money is paid out of tlieir own capital. 

(2) Money for maldng advances to sawyers in October is sometimes, 
but not usually, borrowed. 

(8) Money for transporting rations to the forests is usually borrowed. 

(4) The first instalment in November is usually paid with borrowed 
money. 

(6) Money is usually borrowed to pay for carting and labourers* 
wages at the beginning of the season (December to April) : later these 
charges are met from sale-inoceeds. 

(6) To pay the second instalment at the end of January, contractors 
generally borrow a part of the money required, or the whole of it if the 
market is slack. 

(7) The third instalment is paid, and the acTounts of the workmen 
are finally settled, out of sale-proceeds. 

Money is badly required in March, but is repaid before the end of 
June. 

The system in the hill forests is similar, except that the contract 
runs there for a longer period and money is emplc^d for about eighteen 
months. 

668. The rates of interest which these contractors pay are generally 
18 to 48 per cent, per annum when mon^ is borrowed in November- 
and not repaid till the work is. finished, and 24 to 48 per cent, for dunt- 
petlod loans, i.e., one month or under. Some of the richer contractors 
are financed by indigenous bankers and commercial banks at rates vary- 
ing from 9 to 12 per cent. Money is advanced on the pmonal security 
of the borrower. The credit fociUtieB available for these contracts ore- 
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inadequate. The reason is that the contractors retjuire large sums and! 
have little security to offer. They holil lairge stocks of timber, but must 
sell before they can Fepiiy their debts. Lticensed warehuuses at suitable 
raillieads would possibly solve the diiliciilty since the warehouse warrant 
could be used as security : but the timber must necessarily be first 
insured. 


II.— Pratlnolal Board of Eoonomlo Enqalry. 

659. Rural reconstruction, the problem of the future. — Our study of' 
the economic conditions of the inrovince has convinced us of the pressing 
need for improving the lot of the {lensunt. Tjord Meston once said that 
the province had laige arrears of administrative progress to make up. 
Nowhere is this more true than in the rural areas. For the next decade 
at least, the most important administrative pniblem for Ooveminent’s- 
solution will be runil reconstruction; its most important financial pro- 
blem will be the readjustment of its expenditure so as to secure it. 
Cooperation, agriculture, industries, primary education, niral sanitation, 
all alike will require a much larger share of the pnwincial revenues than 
they receive at present; and a sliai'c, moreover, wliich for many years, 
will tend to increase. 

660. Th'e^eed for economic data. — But it (loveriimcnt is to embark 
on a policy of rural reconstruction, and in the process to avoid waste, 
then it will require more and I)etter ec'utiumic information than is at 
present available. Data of considerable value are to bs found in suclr 
publications as settlement and rent-rate rejiorts, and the annual rc]s)rta 
of such de-iiartmcnts as Agriculture. ('o-o|ierativc wsricties and Irriga- 
tion. But these data are not complete, still less correlated or analysed. 
Again, there have been few surveys of the economic conditions either 
of countryside or town, and no detailed study of such nroblcms us rural 
indebtedness or transfers of agricultural land. A few university gradu- 
ates have, in the course of their studies ])roduced valuable theses emlKxly- 
ing the results of local inquiries in individual villages. But both the 
scope and the amount of the work which such students can do are- 
limited. Extended so as to cover the entire province and multiplied a 
thousandfold, they might serve as the basis of a constructive poUey. 
But to base such a policy on the material at "present available will b* 
to run the grave risk involved in generalizing from insuificient particulars. 

661. Facilities for collectinff economic data and making economi/a 
enquiries.— Tin rin f f the course of our present enquiries we have had to 
enlist the assistance of various departments to collect for us the facts 
And fignres which we required. We were struck both by the quality of 
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fthe material thus supplied to us, and the rapidity with whi<^. it was 
.collected. There is no doubt that had we not been working against tim 
■Ati^ had it been possible to allow us even another six months in which 
to prepare our report, we could have trebled or quadrupled our intensive 
surveys, and presented actual figures where we have had to content our- 
selves with estimates. We are convinced that with the existing staff 
it would be possible for Government to collect in a relatively short space 
of time all the economic data that it could possibly require; and once 
collected, it could, with equally little difficulty, keep its statistics up to 
•date. What Government lacks is an arganisation to see firstly, that 
these data ate regularly collected, and that all requisite economic enquiries 
aare made; and secondly, to coU^ and tabulate the data, and to ^sent 
the results of the enquiries in convenient form. In ^ort, it requires an 
organisation which will combine the duties of a statistical bureau and a 
■department of economic enquiry. Such organisations are common in 
-other countries. In tills country, so far us we are aware, there is only 
•one, namely, the Ikiard of Economic Enquiry, in that progressive prov- 
•ince, — ^the Punjab. The Punjab Board was farmed in 1910. It has 
■carried out a large number of village surveys and collected informatiem 
• on such varied Hulijects as the size and distribution of agricultural hold- 
ings, tlie rates of food consumed, moiigages of agricultural land, farm 
accounts and family budgets. It has provided a mass of useful data 
whidi serves a double purpose, of providing Government with the in- 
.Yormation which it requires to {nirsue a constructive economic policy, 
.and of creating a well-infonned public opinion on all economic matters. 
By enlisting the aid of all those who ore interested in economic qnes- 
'tions, whether officinis or non-officials, university theorists or practical 
■experlH, the Punjab Board has acquired the authority and influence of an 
institute of economic research. 

662. Proposed Board for the United Provinces. — ^We strongly urge 
"that a similar lioard be constituted in this province. We have already 
described in outline what its functions ought to be. We need not repeat 
sfhat description, still less need we fill it in in detail. We need merely 
iodd that its work must be of a practical rather than a theoretical -nature, 
and that its main function should be to supply, or obtain for, any de- 
•partmrat whose ultimate duty is to develop the economic resources of 
the province, any data that it requires for the fonnnlation of any parti- 
'Cular scheme, and to offer to siudi departments its advice in all economic 
‘matters. 

^ 663. Constitution of the hoard.— "We have so far rf ® 

'^'boBFd.” But that board must be linked to, abd form part of. a very 
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orgsmBBtion. At the head of that oiganuation there should be- 
a fnU-time(') chairmaii, official or nou>official, provided that he is- 
a man who is both of standing and experience, familiar with 
the ha ndling oi statistics, and well-acquainted with the economic 
co nditio ns of the province. The post should not be reserved! 
for any particular service m department; the best man should lie selected, 
whoever he may be. There diould also be a secretary with similar 
qualifications. The secretary’s post, like the clininiian'H, should lie opent 
to any department. 

The office staff should consist of a few clerks incliidiiig (siiiee there 
will be much writing to bo done) two stencgrapliers; together with t^vo 
statistical clerks. . These clerks should be specially selected, since the- 
statistician if he is to be successful nuist possess sufficient knowledge to 
enable him to understand the iiiijxirt of his figures. lloth therefore- 
should hold an M.A. degree in Economics, and sliould be paid accord- 
ingly. 

664. Membership of the hoard . — ^The constitution of the board is a 
matter on which opinions differ. Some would prefer a hoard comprising 
representatives of every conceivable economic interest, w-hether that in- 
terest be official or non-official. But a board so constituted would lie hope- 
lessly unwieldy In pradiice it would be w'iiolly inactive, leiwing all work 
to its (^ce-beai’ers. It would in fact justify the caustic definition of a 
board, conference or committee as being "a noun of multitude signifying 
many but not signifying much." We proiHise that the board should be- 
a small compact body which may, how-ever, when desiruhle. increase its 
membership by co-option, of persons especially well-acquainted with the 
subject which is at the moment under discussion. Wc would restrict the 
membership to fourteen, excluding the chairman, as follows* : — 

(1) Officials . — ^The Birectors of Industries and Agriculture; the 

Begistrar of Co-operative Societies; either the Settlement' 
Commissioner or an ex-Settlement Officer, and a represen- 
tative of the Finance dejiartment. 

(2) One representative of each of the two Chamliers of Commerce, 

namely the Upper India and the United Provinces Cham- 
bers. 

(8) Two r^resentatives of the five universitieB. 

(4) Three non-official members to be elected by the Legislatlvr 

Council. 

(5) A joint-stock banker and an indigenous banker. 



*Bw she page 8S7. 
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Thd ofiBcers mentioned would be ex o/]Seio members. The term of non* 
•official members should be three years. The representatives of the five 
-universities would be elected in rotation from the economics and oom>* 
merce departments by the relevant faculties; the bankers would be 
mominated by Government. 

666. Sub-committees . — We propose that the board dioold work 
mainly by sub-committees. Whenever any particular - line of invest!- 
•■jEfation is suggested, or tlie report of such un investigation is to be eon- 
isidered, the work should be entrusted to a sub-committee consisting of 
the official member most concerned, at least one member of the Xiegis- 
lative Council, and at least one other member. In all cases those mem- 
ibers should be selected that have special knowledge of the subject under 
•discussion. The decision ot this sub-committee should be final in all 
matters a;^>ertaining to that subject. The board itself should meet at 
least once a quarter to consider a report showing the work actually 
accomplished, to decide such quisstions as the printing of any material 
'available, and to suggest further lines of enquiry. Both the board and 
the sub-committee should have the power of co-option mentioned above. 

566. Relations with Oovemment . — ^The relations between the Board 
of Economic Enquiry and (Tovemment should be the same as at present 
•exist between the United Provinces State Medical Faculty and Govern- 
ment. They should receive a lump-sum grant-in-aid, covering all the 
'board’s expenditure with the exception of the pay of the officers and 
staff. This would, we understand, avoid the lapse of unspent balances 
in a particular year. The accounts of the board, however, should be 
'Subject to audit by government auditors. 

667. If we are right in our view that for the next ten years at least 
the most important problem which Government must tadde is the pro- 
blem of rural reconstruction, then we consider the creation of such a 
hoard imperative. Without it Government will be hampered at every 
tom in any economic policy that it may pursue. It would be in the 
position of an army which goes into the field without an arsenal behind it 
to provide it with ammunition. And the best time for its creation is 
now; for our evidence contains mruffi material that we have not ourselves 
•been able to use, and suggests many lines of researdi which we have not 
-been able to pursue. That material will lose much of its importance with 
time. 

Finally, the decennial census operations are abo u t to commence. We 
have used the census figures freely, birt we aim found that much inform- 
4ition was not available, which the cenras autiborities wmiM have mq^phed 



mtbout difficulty had they been aaked to do so in time. It is as well 
not to let another census pass without securing that material ; and a board 
of economic enquiry \rould| if constituted, be the proper authority to 
negotiate with the census department in such a matter. 



CHAPTER XIV. 


Summary of bboommerdations. 


Our oonclusionB and ilBooinmradations may (be summarized aa 
follows : — 

Chapter V. — AgrietUtural marlieting. 

1. The oo-operative societies should be employed for the purpose 
of marketing finan(« and thus the cultivator's power of holding up stocks 
should be strengthened (259). 

2. Merchants should introduce trade muddati hundis instead of the 
present book credits (259). 

3. Tlie practice of supporting darshani hundis with railway 
receipts sliould be extended (259). 

4. Such defects as the following can only be cured by legislation 
ot administrative regulation : — 

(a) The use of a variety of local weights or measures; 

(b) false weighment; 

(o) the levy of a variety of incidental charges and imposts; 

(d) the absence of grading; 

(e) the secret settlement of prices (202). 

6. Government should initiate an enquiry with a view to intro* 
ducing standard weights and measures (264). 

6. After necessary enquiry l^slatiou should be undertaken to 
establish regulated general martets as recommended by the Boyal Agri- 
cultural CJommission (267). 

. 7. By far the most important suggestion is the introduction of oo- 
operative marketing societies (268). 

8. The expansion and improvement farming imply improved 
storage facilities, but grain elevators or licensed warehouses will not be 
required for some years to come (269). 

9. When warehouses are established, the late Mr. Madan's draft 
Bill (Appendix to Chapter V) may he talmn as the general basis, but 
the warehouseman diould ntd be permitted to deal in or land mcmey on 
goods of the kind that are deposited in his charge and the grading 
officer must be entirely independent (270-271). 



10. '^Vor Yarious reaaonR it is neither pORRible nor desirable for Goy- 
ernment to manage the proposed warehouses. They Rliuuld lie managed 
through priYate enterprise C27‘i-273). 

11. In the circumstances the beopari is and will trontiniie to be 
an indispensable feature in rural economy, but the sooner he can be 
done away with the better for the producer (275). 

Chapter VI. — The preeent sitnation in respect of eo-operathm. 

12. Facile credit without adequate training of the people in its 
use is dangerous. What is needed is not a large number of societies 
scattered all over the proYince, but concentrated effort in one or two 
selected areas (280). 

13. The new class of supenrisors under the proYincial supeiYising 
union diould make for ‘the better education of the members and the 
better supervision of the societies (200). 

14. Since co-operation for its success must have the right spirit and 
atmosphere, ordinarily societies for rural reconstniction and better living 
should precede credit societies or at least the two should be started 
side by side (291). 

15. Detailed enquiries should i)e made forthwith in different local- 
ities to ascertain the credit needs for productive piir|x>seH of different 
classes of cultivators, the time of such needs and how they are met at 
present (292-293). 

16. Co-operative societies should only provide short-term and in- 
termediate loans for productive purposes; they should not ordinarily 
give long-term loans or loans for unproductive purposes. Ijong-temi 
loans may be obtained from the land mortgage banks referred to later 
(294-295). 

17. No reduction in the present rates of interest charged by co- 
operative societies is {xwisible. The suggestion to give a portion of the 
reserve fund to memlwrs who leave the movement is equally out of tlie 
question (296). 

18. The societies should ordinarily consist of persons of equal 
status, and keep out undesirables. In cases of default immediate and 
drastic action should be taken. To make this possible the co-operative 
staff should be empowered to apply for an award (os in the Punjab) and 
a society’s claim, as recommended by the Maclagan Committee, diould 

omverted to a first charge, but only when a society provides full credit 
facilities including the liquidation of a member’s outside debts. Further, 
*0 respect of advances for the purchase cattle, etc., such societies 

22 
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^oald have a first charge not only Bgainat the cattle purchased, but 
against the agricultural produce as well. The transfer of holding to a 
sub-lessee should also be impossible without the consent of the society. 
Attachnieiit of property before the award is actually obtained diould 
also be pcnnitte<l so as to prevent dishonest transfers, as soon as arbi- 
tration is applied for (297-398). 

19. Efforts should be made to encourage conscious savings in years 
of plenty for use in times of scarcity (299-300). 

20. Wlien crops are bad postponement should be given as soon as 
possible and not delayed till the demands have fallen due (301). 

21. To ensure that loans be made promptly, the existing procedure 
in connexion with the advance of loans to societies by central banks 
ahould be. simplified. Hut the difliculty of distance is a serious one. 
The post oflices can facilitate the remittance of funds by foregoing the 
whole of the money-order fees instead of only three-fourths as at present 
luid by permitting the opening of cnrrenl accounts and their free transfer 
born a head post office to any of its branches. But the best solution 
vrould be the formation of moneylenders’ co-operative societies, lending 
to primary societies in the neighbourhood and not to individuals (302, 
also 475). 

22. The co-operators sliould carefully study the village money- 
lender and his methods and utilise his knowledge and experience to the 
best advantage (308, also 474). 

23. As an experimental measure, societies for the purchase of agri- 
cultural requisites and the sale of agricultural produce should be started 
in one or ta'o selected areas and aim at the inclusion of the village 
bania. After individual societies have acquired sound business methods 
th^ can combine into a central organisation and arrange for group 
marketing through a local expert (8()4>. 

24. At the same time co-operative societies of small traders diould 
be formed (306). 

It would be desirable to form a marketing department which should 
study all marketing problems, organise trading societies and assist in 
the establishment of open and regulated markets, particularly for the sale 
of pfincipal crops (306). 

26. In order to enable co-< 9 >erative banks to get into closer touch 
with the money market a provincial co-operative bank should be estab- 
lished (308). 

26. The law relating to audit should be suitably amended so as to 
ompower the auditors to correct balance-sheets and permit their public- 
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ation only- when they are certified to be correct; to enforce otlier audit 
aaggeations and provide for the appointment of a committee of enquiry in 
seriouB caaea; to hold the bank inaiiagera and directora pcrmonally liable 
for any loaaea cauaed through their neglect or iinprudfitct': to include 
seetionB 50>A and 60 of the Bombay Act, which deal with wilful neglect 
and the wilful fumitihing of false iufornuition by a stx-ictv. officer or 
membera; to require the employment by baiikK of Klutr luHMiHcd by the 
provincial bank (309). 

27. The jarovincial bank must have the sm*icea of a bunking ex* 
pert aa its general manager who Hhould give advice lM)lh to hunks iind the 
department on all technical financial niattera (810). 

28. To encourage thrift special aocieties must be formed and the 
co-operative banks should give them K{)ecial teriiiK and fitcilities. The 
latter ahould encourage saving directly by ofTering attractive terms 
for fixed deposits and additions to them, however small (018). 

29. Co-operative banks should maintain small casli balances and 
invest their surplus money. Ileserve funds should not be pledged save 
in exceptional ciiviimstances to meet a sfa'caaii eiiiiM'gency and for a 
limited period, l^rovisioii should be made for biul debts and tli(> halaiu’e- 
sheets thould r|veal the raal condition to the public (814). 

80. All the income of a co-operative society should he exemiit from 
income-tax (815). 

81. Other concessions suggested ara tlie^ollowing, of which the 
last is most important : — 

(1) the debentures of provincial hanks shoidd lie included in the 

list of trustee secarities; 

(2) the Court of Wards and District and Muiiiciiial Boui-ds sboiild 

be permitted to dejiosit their money in cn-operativc banks; 

(8) the co-operative societies should be exempted from (»ijrl-fees 
as they are from stamp duties; 

(4) the present restrictions against the advancing of tnqavi to 
co-operative societies dioiild be remove^ and iaqavi should 
be given to or through them whenever practicable (816- 
317). 

Chapiter VII. — The present legal situation in respect of debt. 

82. There is no case for an extension of the Bundelkband Land 
Alienation Act to the whole or any other part of the province. further 
end fuller enquiry is required to obtain complete information (820, also 
348). 

88. Equitable mortgage by deposit of title-deeds should be nmde 
legal in the province, as it is in presidency and* port towns and aim in . 



( 846 ) 


the l^injah. Further, a mortgaffee Rliould be empowered to transfer his 
interest in the mortgage to hia creditw by a mere deposit of the title- 
' deed. 

Every usufructuaiy mortgage should, as recommended by the Boyal 
Commission on Agriculture, bear on its face the date of its final redemp- 
tion (321). 

84. The existing provisions of the insolvency, law, if carefully 
administered, ore siifBcient to detei a debtor from misusing it. Special 
insolvency judges may be appointed where insolvency petitions are 
numerous (322). 

35. The principal defect of the Usurious Loans Act- is the absence 
of any definition of usury (323). . 

86. The Civil IVocedure Code sliould be so amended that courts no 
longer have discretion to reduce the sliipulated rate of interest after the 
date of the suit unless the rate is “iisiirioiis” (.324). 

37. The possibility of avoiding delay in suits and in realisation of 
decrees should be examined snd if necessary the number of judges should 
be increased (32.3). 

36. Judges should be armed ufith greater power to prevent and 
punish any abuse of the facilities provided by law (.326). 

89. The ex-proprietary or occupancy tenant should be given the 
right to mortgage (but not otherwise transfer) his holding, (1) for a 
period not exceeding twenty years, (2) only to a land mortgage bank 
or co-operative credit soefety; and the landlord’s superior right should be 
recognised by giving him, in case of enforcement of security by sale, the 
first right to purchase the equity of redemption. 

But it is impossible to give a statutory tenant even a restrit^d right 
of transferability. Hince, however, purchase of an occu{)ancy right 
is legally permissible, a land mortgage bank should be permitted to 
lend to a statutory tenant tlie money necessary for that purpose, on the 
security of the occupancy holding which he will tlius obtain (338). 

(W.B.— BecomniendstuHiB oancarning itamp dnties and billi sra made in Cbsptcr XT, 
snd thoae ooneeming the»tagavi loans in Chapter VIII.) 

Chapter VITI. — Possible remedies in the present system of agricultural 

credit. 

40. The financial position of tlie peasant can be improved in only 
two ways : (a) by increasing his income; (6) by decreasing his expend!' 
ture : — 

(1) There are numerous small-scale occupations available to a 
peasant, either as a substitute for agriculture or as supple- 
mentaiy to it. 
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<8) Emigntkm is another ronedy, bat the pec^le themselves may 
be left to a|i|>ly it. 

<3) Additional cultivation is desirable, but there is little fresh 
soil available in the province, especially in those areas wliere 
it is most required. 

<4) New money-making crops, such as fruit-growing, should be 
tried. 

<6) Intensive cultivation in the sense of growing hotter cru]w <>/ 
the same kind has already yielded and is bound to yield 
good results (345). 

(6) Beduction in expenditure of a cultivator whose standard of 
comfort is miserably low can l>e elTei'ted in only one of two 
ways : (1) by borrowing less, esiiecinlly for iinpnKliK'tivo 
purposes; (2* by iKirruwiiig at. lower rates. The best 
remedy is education — not iiierfdy literacy hut the develop- 
uient of mental ]Kiwers, and sutdi education can Im'hI he 
imiMirted by the co-o|)erntive inovenicnl in which the 
leadei's must (Huiie from the |)eo)ile. preferahly froiii the. 
peasants themselves (347 — 349). 

41. In order to provide long-term credit, a land mortgage bank 
should be esta^ished based on a combination of c<i-oix‘rative and joint- 
stock principles. The bank’s sharus should he open to the public for 
subscription, but any person w'ho may desire to borrow from it must first 
acquire an interest in it by purchase of its shares, 'riien* should he only 
one provincial land mortgage bank with a limited number of hrnnehes in 
important places, each operating in a separate area and agencies subordi- 
nate to each branch, wherever nee«l for an agency exists (.350 — 353). 

42. The ojieraiion of the Agriculturists’ IxNins .Act need not be 
confined to occasions of distress (357). 

The administration of the Act can be freed from defects in the 
following ways : — 

(a) Preliminary enquiries about the need of taqavi loans should be 

conducted without avoidable delay by res]ionsible officers 
and the recipients selected idioiild, of course, be thtsie 
whose need is greatest. 

(b) Distribution of taqani riiould be im>mpt and not delayed till 

the time for its profitable spending has passed. 

(c) Taqavi may beat be distributed through co-operative societies, 

panchayats and failing both of them through the land- 
lords. 
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(<0 Becovety ai taqavi advanced in times of distress should in- 
variably be effected not in one instalment but in two, the 
second of which should be a full year from the first (368). 

43. The Tjand lmi»ovenient Loans Act needs to be advertised, but 
if a land mortgage bank is instituted it should provide all the long-term 
credit that is required (859). 

Chapter IX. — Organisation and finance of small rural industries. 

44. There is a future for scientific fruit farming, but if it is ever to 
be developed, the Agricultural department must give the lead both 
demonstration and precept (868). 

46. Much has been done to im|Hrove poultry farming, but mucli more 
remains to be done in the way of propaganda and demonstration in the 
countryside (370). 

46. There are great ixMwibilities of the expansion and extension of 
various industries in the fnrovince, if advantage is taken of modem 
methods and improvements, especially the use of power. The Industries 
and Co-operative departments can render valuable service by making 
experiments, giving expert advice, obtaining suitable tools and advertising 
the wares (371 — 374). 

47. The finance of small rural industries is not distinguishable from 
rural finance generally. The oo-ofierntive movement must include l>otli 
within its Hix>i)e (376). 

Chapter X. — Organisation and finance of stnall urban uidusiries. 

48. Co-<q)erative societies, both for the supply of credit, raw materials 
and tools and for the disposal of products are capable not only of increas- 
ing the proB}ierity of such industries as still flourish but of reviving those 
which are moribund, provided the artisans have first been educated in 
the principle of co-operation. This is a useful field of activity which 
should be explored by the Co-operative deimrtment (400-401). 

49. The task of financing the co-operative societies of artisans, 
middlemen and karkhanadars must be entrusted to an industrial bank 
which, whatever its type, must sooner or later create branches at 
convenient centres and make agency arrangements in others (403—404). 

60. The Arts and Grafts Emporium at Lucknow should be re-oiga- 
nised so that (1) it may serve as an intelhgence bureau in commMuial 
and technical matters to the industries themselves and to the trade; (2) 
it may assist in the introduction ot ai^nroved designs, prepared by the 
School of Arts and Crafts; (8) it may adequately advertise all artistic 
products and (4) it may act as the headquarters of a lystem of sale 
d4p6ts in all industrial centres of the province and possibly also in the 
mqor towns of other provinces and e\'en abroad (405). 
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61> Advertiseiuent of iudustries id edseiitial hut or^fanidation must 
come first. Advertisement may follow when it im safe to advertise (4()6). 
Chapter XI. — Indigenotu fimnvv. 

62. Efforts should be mode to mend and not end tlie indigenous 
bankers. The following lines of advance are open and it id fur the 
bankers to decide by which road and at what speed they will move 
(469) 

(1) The transfmmation of indigenous bankers into private limited 
companies (460). 

. (2) The amalgamation of the business of local indigeiKnin bankers 

into joint-stock banks (4611. 

(8) The establishment of what are known in (lermany as 
“Gommandit” principle banks (462-46.3>. 

(4) The appointment of indigenous bankers as agents of joint- 
stock banks or of the lieserve Hank (464-465). 

(6) The formation of a co-operative bank of indigenous bankers 
(466). 

(6) The adoption of bill broking as an integral pari of the indigen- 

ous banker’s business (467). 

(7) Tlie re-organisation of indigenous Irnnkers on nuHlern lines 

(^^ 8 — 471 ). 

56. Efforts should also be made to regulate the moneylenders’ 
o|)erationB and safeguard the interests of their clients; to do away with 
the moneylender is impossible (478) : — 

(1) Moneylenders should be induced to join l■(M»|)crative societies 

on condition that they cease lending |>rivately to the 
members of such societies (474, also :i08). 

(2) Experiment may be tried of the formation of cu-ofierative 

societies of moneylenders which should lend to the primary 
societies and not to individuals (475, also 3(>2). 

' (3> A scheme of licensing moneylenders is suggested but is open 
to several serious objections (476). 

(4) Legislation on the lines of the Punjab Regulation of .Accounts 
Act is designed to prevent the preparation of irregular or dis- 
honest accounts, but such accounts in the province are 
rare and in the existing circumstances of illiteracy etc., the 
legislation seems of doubtful value (477). 

(5> The village moneylender himself requires education. With 
the competition of new credit agencies as proposed else- 
where he is bound to mend his ways <(478). 



i m y 

M. MieedUineous reeommendatiom : — 

(1) The use of bills of ezchaDge— mtHldati hundu — dionld be en- 

connged by botb bankers and banks (479). 

(2) The stamp doty on bills payable within six months after date 
' should be reduced to the level of the duty on demand 

promissory notes; whilst bills payable within 80 days dumld 
become duty free (470). 

(3) The formation of a Provincial Bankers’ Association is strongly 

. recommended (479). 

(4) Joint-stock banks should allow indigenous bankers to ovq^> 

draw for sliort periods on the security of equitable mort- 
gages (479). 

(5) Tlie central bank diould be empowered to accommodate in- 

digenous bankers by discounting their hundu either (1) at 
the same rate as the joint-stock banks, if they keep a mini- 
iiinm current account with the central bank or (2) at 
a slightly higher rate if they do not (479). 

(6) Various market practices relating to hundu should be standard- 

ised (479). 

(7) There sliould be no restriction, legal or customary, on the use 

of vernacular scripts (480).. 

(8) Cheques and pass books should be issued in the vernacular as 

well as in English (480). 

55. For the co-ordination of credit agencies a Central Bank, such as 
recommended by the last currency commission, with a branch in each 
province and an agency or sub-agency in each district is essential (481)- 

Chapter XII. — Investment habit and attraeiion of capital. 

56. Tliere appears at present to be neither need nor strong demand 
for a stock exchange (508). 

57. In the matter of post office facilities : — 

(a) The present annual and maximum limits for savings banks 
deposits may be raised to a reasonable amount, not exceed- 
ing doable the present figures; 

(h) the agency of joint-stock banks should be used cm a commer- 
. cial bams to sell post officer cash certificates; 

(c) up to a maximum limit in imy case, cash certificates should 
be made negotiable (619); 

M) cash certificates - should be -widely advertised through viUage 
propaganda (520); - ■ . 
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(c) money order rotes shoold not exceed double the Dosperwl 
Bank rates for renuttances (521, also 6(19); 

(/) a rupee postal order of the same type as the sterling postal 
o^er should be introduced (522) ; 

(g) pott office cheque accounts ntay be tried in places where 

^ modem banking faciUties do not exist. (528) ; 

(h) travellers' letters of credit should be issued and their use 

encouraged (523); 

(0 the postal insurance sclieine may be extended to rural areas, so 
long as (M'ivate insurance companies are nut there 
(524); but 

(p no such suggestion should be given efTect to as is likely to in> 
volve, on balance, further expense to the State (525). 

58. The restrictions on currers'y transfers may Iw relaxed in two 
directions : (<i) the treasui^' officer may be empowered to issue any 
number of ciurency transfers and supply bills to any miiiil)cr of appli- 
cants, up to a certain limit of amount over a certain (wriud: (b* these 
docyments may be issued also at such sub-treasuries us are Uvated in 
centres of trade which possess no other remittance agency save the |iost 
office (526). 

59. The jlssne of a gold saving c'ertiffi-ate paid for in gold and re- 
deemable either in gold or in legal tender money is recommended (528). 

60. The existing banking facilities being uncHpially distributed, 
diffnsion and not competition should be the aim in oiwiiing new banks 
or branches. In places where there is not sufficient business for a 
branch, temporary branches and periodical “counters” would l)e of great 
advantage (&29 — 532). 

61. Suitable banking legislation and the ap|x>intmeiit of govemrociil 
bank examiners may prove at present possibly the l)est means of 
strengthening the banking system and stimulating the banking hahit 
(683). 

62. There should be local clearing houses in large towns and a 
large provincial clearing honae at Cawnpore which should act as a country 
clearing house. 

In the existing conditions of the country a clearing house might also 
act as a bill collecting agmey (634). 

68. The institution of the Beserve Bank is recommended, but if it 
is eatabliahed it would modify several suggestions made above, rix. 

(o) the Reserve Bank will provide all clearing house facilities; 

(6) supply bills and cuirency transfers will cease to exist and the 
Reserve Bfik will provide necessary remittance facilities; 
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(c) a branch or agency of an arpproved bank will come into exia- 
tence in every place wheae there is a currency chest. The 
Reserve Bank will thus lead to the much desired diffu- 
sion of banking throughout the province (535). 

Chapter XIII. — Miteellaneoue. * 

64. Tibetan trade . — ^If the Bhotias could be oiganised under th#co- 
operative system, th^ would have no difficulty in obtfdning cheap and 
sufficient credit (551). 

65. Nepalese trade . — ^Wliat the traders in Nepal need most is not 
finance but protection from robbery. They should also be permitted to 
purchase land in Nepal (554). 

66. Timber trade . — ^Licensed warehouses at suitable railheads would 
enable the contractors to get sufficient credit on the security of their 
stocks of timber (558). 

67. Board of Economic Enquiry.— To provide the development de- 
partments with all facts and figures necessary to enable them to carry 
out their sjiecial duties and specially those connected with village recons- 
truction a Board of Economic Enquiry is urgently required in the pro- 
vince (562). 

The Board should be a compact organisation with a permanent 
wholetirae Chairman and Secretary and the following members viz.. 
Directora oS InduKtrieB and Agriculture, and Registrar of Co-operative So- 
cieties, either the Settlement Commissioner or an ex-settlement officer, a 
representative of the Finance department, one representative of each of 
the two Chambers of Commerce, two representatives of the five Univer- 
sities, three non-official members of tlie Ijegislative Council, a joint- 
stuck banker and an indigenous banker (56.S-564). 

The Board should work mainly by sub-committees with power of 
co-option. The Board should receive a lump-sum grant-in-aid besides 
tlie pay of officers and staff (565-566). 

(Signed) E. A. H. BLUNT. 

Chairman. 

G. S. UPADHYA. 

RADHAEAMAL MUEERJEE. 
B. T. THAEUR. 

MOHAN LAL SAH. 

MOHAN LAL. 

IjAEshmi das. 

(Signed) L. C. JAIN, 

Secretary. 

Dat^ August 1, 1030. 
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Attamatim opinions by Dr. Radhskamsl Moko^oe on oeitsln points. 


CHoto j-Thw notei im nedTod m Ute thtk it hu 
tbamat theandcItlierolaM taitaad of at tho 
ch«vten.] 


aaoMMorr to vHst 
of tho apoNgnoto 


I . — IndebtedneM and the uneconomic holding. 

Our zetumo of debt show tliat the majority of tenantR and peaaant 
proprietors in the province pooHesa lioldingR which are below the 
minimum economic size necefiaary to support the cultivator and hie- 
family. Tliese also indicate that holdinji's smaller than 5 acres bear a 
heavier burden of debt in relation to their capacity for repaymeut tlian 
bigger holdings. In the absence of definite figures showing separately 
the number of debt-free within each class of holdings such as those 
below or above 5 acres, to apply, the average 46 ])er cent, of debt-free 
arrived at by lumping together holdings of different groflcs Meenis to me 
open to objection. The aversige will vary atrcording to agricultural condi- 
tions, and caste and custoiiis, but the most ini]X}iiuiit fnedor in govern- 
ing the propo||^on of debt-free is the size of the holding itself. 

Working on the same basis and set of figures of the we obtain 

for the district of Liucknow, where our own estimate of debt-free is ST 
(ter cent., the following data : — 

Number of holdings in Lucknow district. 

Oroap 1. Oroop II. Group lit. Group IV. Tofail nninlitr .. 

ladabted amounting to 701 830 94 8 1,138 

08 p«r oant of total. 

TMal .. 1,113 538 148 13 1,783 

In the South Central tract which comprises Lucknow district, the 
average holding is 6 acres and the minimum economic holding is nearly 
of the same size. We can, therefore, conclude that the cultivators of 
the first group, representing 62*3 per cent, of the total number, can- 
hardly make both ends meet, while those of groups IT, III and IV. 
totalling 37*7 per cent., may be regarded as well-to-do. .\ticepting the 
figure that 87 per cent, of all the groups oh the average are debt-free, 
we find that (o) of 87*7 per cent, of the well-to-do cultU-ators only Iff 
pw cent, are free from debt, and (b) of 62*3 per cent, of the cultivators, 
pofinonning holdings at or below' the minimum economic figure, a 
maadmum of only 28 per cent, can be free from debt. Lucknow is lese 
prosperous than many Ondh districts and there is probably a laige 
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Amoant of litigation, but Lucknow no doubt offers far better of^mrtnni- 
tiea of anbaidiaiy non>agricultnral oocupat^ as well aa vegetable garden- 
ing than many districts <A the province. If Lucknow cannot diow a 
percentage of debt-free due to subsidiary emplcymMit of more than 28 
per cent., it is doubtful whether 26 per cent, of the small hbldera of the 
province at or Mow the minimum economic figures are tree from debt 
“by reason of subsidiary occupations,” (paragraph 192K 

Our own statistics of debt-free, as has been pointed out in the 
report, “are generally smaller than tlie settlement figures”; while some 
of the intensive surveys of villages show also considerably smaller figures. 
And thus 46 per cent, of debt-free on an average for all grades of holdings 
for the province due to subsidiary employment and other factors, appears 
to me too high an estimate, particularly lor undersized holdings. 

Besides Table V (Indebtedness according to size of holdings) 
■appended to Chapter IV shows that the number of indebted on holdings 
less than 6 uci'es actually funns more than 50 per cent, of tlie total 
number of indebted tenants and peasant proprietors. While 56 per 
-cent, of nil tenants and peusant proprietors possess holdings either at or 
below the minimum economic figures. 

It is also doubtful whether a considerable proportion of these 
smaller holders possess sonte subsidiary non-agli|ionltural occuptotion. 
The Census statistics show that the iuiml)er of cultivators who have 
some subsidiary occupation to supplement their resourttes varies consider- 
ably in different parts of this province. Excluding the Gh>rald)pnr divi- 
■sion, the profiortion in the province is only 11*5 jier cent. For the 
province ns a whole the number of cultivators who have subfddiaiy oc- 
■cupations is 1,679 per 10,(100 or roughly 16 per cent. The correqKmding 
figure for farm luinds is 1,940 or 19 per cent., but only 6 per cent, of the 
farm hands cultivate. Except in the case of artisans who combine their 
•crafts with fanning many of these subsidiary occupations are not reniii- 
oerative enough under the existing system of communicationB and 
•marketing, while all share the vicissitudes of agricnltnre in favourable 
years when those who posseas uneconomic holdings, and who can hardly 
keep their heads above water in ordinary years ore in distress. Thus not 
only the relative burden of debt but also the number of the indebted are 
the laigeet among those small holders whose holdings are below the eiae 
of the economic unit, while freedom from ddbt in Ae case of 
many small holders simply implies that they are not credit worthy. 

Among those who are debt-free and who «e excluded from our 
cetume are the landless classes, whose nnmb«: is not inconridenhle; 
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They may be debt-free though they aie far worse oflF than many iii debt. 
As agriculture is their chief if not onlj' ocx'iiiiation, they caiuiot be dis-' 
regarded in the study of agricultural indebtedness. In fact one of the 
surest indices of the burden of debt on peasant proprieton and tenants 
is furnished by the proportion of landless classes in a twuntry. 

The differences between the size of tlie average holding and the- 
minimum economic holding, tract by tract, as given in chapter 11, 
paragraphs 56 — 64, seems to me the best rough and ready measure of 
the relative proportion of indebtedness. This difference is on the 
increase in most districts due to increase of (lopulation aiul progressive- 
fractionalization of holdings. In one district 37 per cent, of holdings are 
now 2} acres or less. Sixty years ago the 'figure was 23 {ler cent. The 
minimum economic holding lies there between 4 and 5 acres. On the- 
whole the corres|xindence between the nuinl>er of holdings lielow the 
minimum economic unit and proportion of indebtedness is, in my o|)inion, 
much closer than appears in the chapter. 

In this connection it may as well be {Minted nut generally that the- 
question of agricultural indebtedness is to l)e studied as a whole in ita 
enUre social setting. It involves the consideration of the following 

(i) how far agricultural indebtedness is really due to agriciiltunil 

ofierations proper, or to extni-agriculturul causes, such aa 
social and religious customs; 

(ii) how fax agricultural indebtedness is reduced nut by agricultu- 

ral earnhigs pru|ier or by earnings froin nuu-agricultiiral 
sources, such as the pursuit of select or regional hundicrafta, 
small trade etc. 

In the case of (i) it is difficult to divorce the labourer from his 
home, family and other social ties and obligations which make up his 
very life. As regards (ii) it only demonstrates that agi'icailture as it is 
pursued and left to itself is not self-suppoiiing. The relief coming from 
non-agricnltural pursuits should not obscure the central fact of agricultu- 
ral indebtedness. 

n , — The BnndeJkhand Land Alienation Act. 

In my view the Bundelkhand Tjand Alienation Act has somewhat 
reduced credit for the cultivator, but has at the same time reduced hia 
extravagance. The supersession of the non-agricultural moneylender by 
the agricultural moneylender does not make the situation worse. 
Besides, cases of transfer of land from one agriculturist to another ara 
Bot- yet numerous enough in Bundelkhand to show the full economic 
consequences of the new legislation. On the other hand, in most of 
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the districts of the United Province), the economic conditions under thie 
•existing system of free transfer are quite evident and established. In 
Budaun, for instance, the figures supplied by the Settlement Officer diow 
that the hereditary cultivator is being fast weeded out by a non-cultivat- 
ing class. 


Yest. 

1BS5 

1895 

1995 


Psreentaga of theenltiTated aios. 


Propnty hold by 

Thoknio. 

86*0 

S7‘5S 

91*85 


yaiohii. 

9*78 

15,58 

19*99 


This expropriation cannot always be laid at the door of extravagance 
for which the hereditary cultivator should forfeit sympathy. With fear 
of ejection from his holding, he fast loses all interest in the soil in which 
he was rooted, and becomes- a mere tenant-at-will or a sub-tenant, who 
becomes indifferent to the land which eventually deteriorates for want of 
manure and capital. On the other hand, the prospects of the land are 
not brighter under its new owner, who is out of touch with the soil 
both by taste and tradition. He is at best a second-hand cultivator 
interested in monetary returns on the debt, which has brought him the 
land. 


Throughout the province the professional moneylender who thus 
finds himself a landlord has not shown any marked eagerness to improve 
the land by expenditure and better methods. It is also found that the 
process of expropriation is slower with moneylenders who are agricul- 
turist zamindan than with others. In Meerut and Bohilldiand divisions 
where the land grows valuable money crops, there has been greater 
transfer of land to non-agriculturist moneylenders, than elsewhere in the 
province. Such transfer may ultimately lead to a diminution of the 
diare of the agriculturist classes in the benefits of irrigation, and 
generally speaking, in the increased value of land due to improvements 
in recent years. Thus there is a tendency towards a decrease of output 
from land over and above general social unsettlement and discontent 
oaused amongst the expropriated. Nor does any restriction cm transfer 
^‘run counter to all accepted principles regarding rights of ownerdiip". 
In ^t the general trend of modem agrarian legislation in Central and 
Bastem Burope has been to impose restrictions on mortgage, transfer or 
Mle of small holdings created or reconstituted since the war in different 
countries. The keynote of modem agrarian policy has been the proteo* 
tion of the wall cultivator through measures securing inalienability and 
nndivisibility of holdings. 
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I do not agree with the statement that the introduction of a Land 
Alienation Act in any other part of the province “would have most un- 
desirable and even dangerous results”. On the otlier hand, I am of 
opinion that the increase of transfer of holdings from agricultural to 
non-agricultural classes is itself a menace to agriciilliire. and may, if 
oncheclmd, lead to serious agrarian unrest. This justifies, in my view, 
at least a further and fuller enquiiy on the subject with the object of 
obtaining more recent and complete data than have been available for 
the Committee as indicated in the report in an earlier chapter (p. liiS, 
‘ para. 243). 

There is a strong case lar improved land legislution to protect agri- 
culture from some of the evils arising from easy transfer of land. The 
experience of western countries and also of some ^airts of India cdiows 
that restriction of lease, mortgage, or sale, though it may temporarily 
mean an abridgement of credit for the cultivato, does not ultimately 
affect the {»t)Bpects of agriculture. Tltei'e is on the whole a greater 
balance of good from the principle of keeping tlie cultivator to his soil 
and holding as the basis upon which other necessary legal and economic 
adjustments slionld be built up. Both thrift ns well as stabilised 
interest of the cultivator in his holding giiulually itiiiirove credit and 
establish it o^ firmer foundations. TTnrestricted transfer in the face 
of a progressive fractionalization of holdings provides the op(x>rtnnity 
for the non-agriculturist moneylenders. Tlie iinjavitected cultivator 
whose land is below the minimum economic figure — and tlie majority of 
tenants and proprietors of the province iKHwess non-economic holdings — , 
forces up credit and does good neither to himself nor to liis land. On 
siinni1«.r grounds, besides judicious restrictions on transfer, the use of sub- 
leases by tenants as a substitute for usufructuary mortgages, which is 
fairly common in the province, is to be effectively checked. Tlie eva- 
sion of the law should, in my view, be prevented by more drastic prm’i- 
sions such as those embodied, for instance, in the Central I’rovinces 
Tenonqr Acts. 

ni. — Board of Economic Enquiry. 

With regard to the composition of the Bosrd of Bconoiiiic 1t.iif|uii‘y> 
I suggest the representation of the universities be increased from 
two to five mehibers, giving to each university in this province perma- 
nent representation on the Board. The university Apartments in 
Bkxmomics, Sociology and Commerce are directly organising investig^ 
timis and opening up fields <rf enquiry on topics that would come within 
the purview the Board, and a closer association and oo-operation bet- 
ween them and the Board will imply a oot.-siderable saving both in labour 



( 358 ) 


and in coat. The Banking; Enquiry Committee has already slumn the 
direction in which such oo*o|jeration may be profitably arranged by 
iiig the results of some of the field work and siiecial surveys initiated and 
organised by the universities and some of the universities, again, ate 
specialising in certain fields of work and collecting valuable and varied 
economic material, wliich the Board can very well utilise, and they 
should not exclude each other in the matter of representation. Indeed, 
the present tendency is to bring the universities into closer connection 
with the technical departments of administration so as to promote a more 
fruitful combination of theory and i^actice, science and experience. 

BADHAEAMAIi MUSEBJEE. 

It is unpssible to allow this note* of Dr. Mnkerjee to pass without 
comment. Unfortunately it reached the committee so late that it has 
been impossible for me to consult my colleagues regarding it, and I must 
accordingly take the task of comment upon myself. 

2. As I understand the note. Dr. Mnkerjee dissents from the view 
that the nniiiber of debt-free amongst those tenants who possess un- 
economic holdings (a group corresponding roughly to the group of tenants 
possessing holdings of less than five acres) is the same or much the 
same as tlie number of debt-free in other groups. He apparently con- 
siders that it ought to be considerably less. It is, however, possible to 
quote actual figures in opposition to this view. The settlement officers 
in three districts (one of which is Lucknow, the district which serves 
Dr. Mnkerjee as an example) actually extracted the number of debt- 
free by groups; and in two cases out of the three (including Lucknow), 
the proportion of debt-free in the lowest group is actually larger than in 
any other, as it also is in all the three districts taken together. The 
fignras will be found in evidence, Vol. H, pages 9 and 10. In Lncknow, 
against an average for all groups of 67, the number of debt-free in the 
lowest group is 66. 

Dr. Mukerjee also refers to the census statistics in support of the 
view that tl^e subsidiary occupation is not so common as the argument 
in the report suggests. I have personal knowledge of census statistics, 
having myself been Census Superintendent in 1911; and I put forward 
certain points of which doubtless Dr. Mukerjee is not aware, which are 
o|q>oeed <to his view. 

8. The figures which he quotes are those oi perscms whose prim^ 
occupation is agriculture and whose secondary or subsidiary oocupatioD 
is non-agricultural. But these most certainly do not represent the total 
number of agriculturists who also possess a non-agricultural occupation. 


* IndebatliMH sad the aneconoaiie hoUiof, pegee 858— B. 
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(1) His figure omits all tliose wliose primary occupation is. non- 

ajj'iicultnral, and whose secondary occupation is agriculture. The figures 
can be obtained from table XVII in the census statistics, where they 
are shown in separate columns nnder the head “partially agriculturists’*. 
This means a considerable addition to the number of tenants and siuall 
proprietoTB who have two occui>ations. ^ 

(2) There are two principal classes of agi'iciiltiirists, iiaiinely the lent- 
r(veiver and the cultivator. Hent-rec^eivers, of course, consist mainly 
of lamdlords, but they also include tenants w'ho have sublet a portion of 
their lands and the total number of agriculturists who either let or sublet 
a part of their land whilst cultivating the rest is considerable. Among 
such persons there are undoubtedly some, and possibly many, who also 
have a third non-ogricultural <X'cnpation. Since agriculture in any form 
is regarded as the most respectable of o(Xtn{tations, it is certain that in 
a case where a man had two agricultural and one noii-ugricultural occu> 
pation, he would return the first two as his primary and secrondnry 
ocenpations and mnit the third altogether, — ^whichever was as a matter of 
fact mobt profitable. It follows, therefore, that in many instances 
the non-agricultural or subsidiaiy occupation is omitted altogether. 

(8) The census figures all relate to individuals. We, liowever, are 
dealing in termtAif tenants or holdings. Every tenant has his family, 
every holding supports more people than the tenant himself. It is not, 
therefore, sufficient merely to consider the subsidiary ixxnipation of the 
tenant himself but all the subsidiary occupations of the family: and 
there is no means of extracting that information from the census statis- 
tics at all, as an example will make clear. Ijet us suppose, for instance, 
that a Chamar tenant with a holding of two acres has a family of a wife 
and two sons. Such a family might, and frequently would, pursue the 
following occupations : — 

(i) Father — cultivator; agricultural or general labourer; tanner 
and leather worker for his jajmani. Of this, in all pi^ 
bability the first two would be recorded and the third 
omitted. 

(ii) Wife — ^village midwife for her }ajmani. 

(iii) Eldeet eon — servant of some kind, e.g. as a syce or grass- 

cutter; or labour. 

(iv) Younger eon — cattle herd. 

The primary occupation of this family would no’ doubt be cultivation 
of an (uneconomic) holding, but it would also have no less than five other 
occupations, of which one would probably not be recorded in the ceuus 
tables at all, whilst the other three would be recorded, but under enttrelg 

S8 
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different heads. The wife would be ahown (curiously enough) under 
class C — Public administration and liberal arts, sub-class Vm — ^pro- 
fessions and liberal arts. Order 46 — ^medicine, group 173-~inidwiyes, 
▼aceinators, etc. The el^st son would be shown under class D — ^lifis- 
cellaneouH, sub-class X, mid Order 52 — domestic service, group 182 — 
private grooms, coachmen, etc. The younger son would be shown under 
Class A — ^Production of raw materials, sub-class I — exploitation of ani- 
mals and vegetation. Order ID— grazing of farm stock, group 14 — herds- 
men, ^lepherds, goatherds, etc. In other words, the subsidiary occu- 
pations of a family would often be shown in the census figures as the 
primary occupation of individual members of that family. 

4. It is impossible, therefore, to base any conclusion regarding the 
total number of occupations subsidiary to agriculture on the census 
figures, and the views expressed on the subject in the text of the report 
are in my opinion understated rather than overstated. 

B. A. H. BLUNT, 

Chairuan, 

United Provinces Provincial Banking Enquiry Committee. 
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APPENDIX. 

Standud qnaitloiuialie for piorlnoial banklnd enquiry eommlttees. 

(The following memorandum is.piibli^ed in order -to osuBt witueMee 
in the preparation of their evidence. It is not to be regarded as 
exhaustive, nor is it desired that each witiienH hIioiiIiI nf'cessurily attempt 
to deal with all the questions raised.) 

J . — Agricultural credit and credit facilities for small industries. 

1. Describe the present system by which the agriculturist in 
your district or province obtains finance — 

(a) fcHT expenses during cultivation, 

(h) for capital and permanent improvements, and * 

(c) for othw special needs, e.g., failure of luonsoon, fur land 
revmme, etc. 

What are the rates of interest charged in your district or province 
m respect of advances, the period for which loans ore taken, tlie nature 
of the securitydgiven and accepted (e.g., standing crops, etc.), and other 
conditions attaching to the grant of sudi loans? 

Describe the part played in agricultural finance by Government, 
the Imperial Bank of India, the Joint Stock Banks, CkMtperative 
Banks, the Indigenous Banks and Bankers, professional money l(niderri, 
merchants and dealers, and other organisations giving credit (e.g., 
companies trading in fertilisers, etc.). 

Can yon give an estimate of *tlie total amount of capital required 
for the various purposes stated above for your distri^’t or province? 

State defects, if any, in the present system and the reuroiis fur the 
existence of such defects. Do you suggest any remedies? 

Is there co-ordination among the various credit agencies including 
Chivenunent, and is there scope for improvement in that direction? 

3. Describe the present method of marketing prineijial crops in 
your district or province. 

What in your c^nion ore the possibilities of forming pools and of 
eoKjperative effort generally in marketing produce? 

Describe tbw credit facilities required for the financing of products 
during marketing and the facilities actually existing. 
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In regard to snch facilities is there any special difference as between 
internal trade and foreign trade? 

What is the part played by the differwt classes of banks and 
bankers and merchants and dealers daring the process of marketing? 

What are the existing facilities available to the public, inohiding 
banks and bankers, for internal remittance? 

State any defects in the existing system and any suggestions for 
improvement. 

Describe the part played by negotiable instruments in the internal 
trade of the province. 

Have you any suggestions to make for the more extensive use of 
bills (s.g., by reduction of duty on bills)? 

What are the different classes of hundift current in your port of the 
country? What are the peculiarities of each. Please give sample 
Weeding. 

Have you any suggestions for the amendment of the Negotiable 
Instruments Act by which the public and the bankers handling hundis 
might be better protected or benefited? 

Are hundis emanating from your locality discounted in your local 
centre or are they sent to a provincial centre and discounted there, or 
ore they held by middlemen, merchants or commission agents? 

What different kinds of instruments of ownership of goods and 
produce (e.g., railway receipts) and documents are employed for raising 
money daring the process of marketing? 

Are any difliciilties experienced in tlic use of these instruments and 
have you any suggestions to make mth a view to removing those 
difficulties? 

What in your opinion are the possibilities of operating licensed 
warehouses in India either on the lines of the system which exists in the 
United States of America or otherwise? 

Do you think these is any need for Gkwemment assistance in the 
matter? 

8. In your district what is the value of land per acre for different 
kinds of crops? 

What are the factors affecting such value? In your reply, please 
distinguish between 

(a) value of land in Government auction for non-payment oi 

revenue; 

(b) value of land in the event of srie 1^ court decree: 

^ (e) value (rf land in purchase by private negotiation. 
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4. Is there any legal impediment to mortgage of land and 
agrienitozal holdings in your province? Are there any land mortgage 
banks ox agikultnral banks in your province or any other banks for the 
provision of long term credit? 

State what you know of their method of work and of raising 
capital. 

If no such institution exists in the province, suggest the lines on 
which such institutions could be established and worked to the advantage 
of the landholders and tenants of your province. 

Do you suggest any measures fox 

(a) improvement in the record of rights and title of ownership 

so as to simplify reference, and to avoid possibilities of 
disputes and counterclaims by parties other than those who 
are the clients of the Bank, 

(b) simplification of the process of foreclosure and sale by the 

Mortgage Bank in the event of non-payment, 

(e) reduction of costs of reference to tlie record of rights and of 
registration of records and of the process at law so as to 
reduce the burden on the gcxal constituents of the Bank 
in respeedi of charges incnirrcd on account of defaulters? 

Should ^le working capital of the pro|)osed Mortgiun* Bank be 
derived largely from 

(a) deposits, 

(b) funds from central institntionB, or 

(c) debenture bonds? 

Should debenture bonds carry any Crovemment guarantee either for 
principal or interest or for both? 

If so, what measures would you suggest to secure Government 
against unnecessary loss? 

On what terms should Agricultural Mortgage Banks raise monies 
under each of the above-mentioned heads, with ox without Government 
gnarantee, on what terms should they lend out money so as to 
cover their expenses? 

Please state any other suggrations for the adequate provision of 
long iexm caredit against sound security. 

6. In order to devise measures for the increase of credit facilities 
to tile agricultural classes it is necessary to reach an estimate as soeimte 
as possible of the existing indebtedness nf these classes. ^ 
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Do yoa know of' any such estimate for a village or a district in your 
province, or for the whole province? 

In ndiat manner can such an estimate be obtained with reasonable 
accnraqy? 

In such an estimatte please distingnish between — 

(a) the amount of debt with land as security which is in the 

form of a registered mortgage, 

(b) the amount of debt which is concealed in the f(Wm of a 

judicial sale to circumvent the provisions of Acts such as the 
Deccan Agriculturists Belief Act, 

(c) the amount of debt which is incurred against any other assets, 

such as the village .house, ornaments, ploughs and other 
agriculture implements, crops and produce, or debt which 
is given on the general security of ei the assets without 
a specific pledge. 

Please stale wherever possible the purpose for whidi the debt was 
incurred, such as 

(a) the repayment of earlier debts, 

(b) marriage and other social occasions, 

(e) famine and other kinds of distress, 

(d) payment of land revenue, 

(e) growth of the debt by compound interest, interest not having 

been paid, 

(/) seeds and manure, 

(g) improved agricultural implements, 

ih) sinking of wells and agricultural improvements. 

Please indicate also to whom this debt is largely due and whether 
the creditors are Government, Banks, Co-operative Societies, or 
indigenous bunkers and professional moneylenders. 

State what you know of the rates of intoest charged, the methods 
need for calculating it and tar enforcing the payment of the debt. 

Do you iliink a large number of people who are efficient farmers 
are being turned into tenants for a period, or tenants-at-will through 
the proqesB of the enforcement of tiie old debts and landed property 
passing on into the hands of the creditors? 

If this process is going on, does it take away from the actual 
cultivator the incentive to produce more and in an efficient and better 
manner? 
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6. Give some i^ea of^ the number of »mull siibsidi^' jndnptrjgf 
allied or suppl^ental to a^culture existing in your province, such as 
rm miUmg, dairy fanning, gur inaikiiig, garden produce, cotton 
ginneriea, sugar refineries, hand spinning, etc. 

Can you suggest methods by which any such industries could be 
encouraged and by which the producer might be enabled to got a better 
return tat hia produce? 

Carr you suggest any enterprises which may give employment to 
the f^er during seasons when he caimot make full use of his time 
on his farm and thus enable him to supplement his income and to 
raise his standard of living? 

What would be the best method of securing working capital for 
such enterinises? 

What financial machinery do you suggest for this purpose? 

7. State what you know of the relations tlnit exist between the 
Cooperative Banks and the other banks in the country, namely, the 
Imperial Bank of India, the Joint Stock Banks and the Indigenous 
Banks. 

Describe S^y existing difficulties in the matter of finance in the 
case of Co-operative Societies both in regard to short and long term 
capital. 

Can you give an estimate of the amount of extra capital rcrpiired 
for financing the Co-operative movement in your district or prrwince? 

Is there any competition in vonr district or province between the 
Co-operative Banks and Joint Sto^ Banks? 

If BO, to what extent and in what direction? 

Have yon any views regarding the possibility and desirability of 
granting financial concessions in order to stimulate the growth of the 
Co-operative movement (e.g., by extension of special exemption from 
income-tax to genuine Co-operative Societies, inclusion of debentures 
issued by Provincial Co-operative Banks in the list of trustee securities* 
etc.)? 

II. — Indigenous Banking. 

(Note.-— "By indigenous banking is meant all banks and bankers 
ether than the Imperial Bank of India, the Bxchange Banks, Joint 
Banks and Co-operative Banks. It includes any individual or 
pWvate firm receiving deposits, dealing in hundis or lending mou^.) 
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1. State what yon know of the functions of the indigenous bank 
or banker in your district or province enumerating all kinds business 
the bank or banker transacts. 

2. How and to what extent does an indigenous bank or banktt in 
your district or province assist in financing agriculture, trade and 
mdnstry? 

8. State what you know of the organisation of the indigenous bank* 
ing system in your district or province with regard to 

(a) the amount of capital invested, 

(b) the volume of their business, 

(e) their expenses, and 

(d) the rdations between one indigenous bank and another and 
between indigenous banks and other banks in the country, 
(via., the Imperial Bank of India, tlie Joint Stock Banks 
and the C!o-operative Banks). 

4. State what you know of the various forms of hundis and other 
medit instruments used by the indigenous banks and bankers and the 
extent of their use. Give sample copies of any of the hundis, promissory 
■notes, deposit receipts, etc., used in your locality. 

. 6. State what yon know of the indigenous bauker’s methods of 
granting loans and allowing cash credits and the terms and nature of 
these loans and cash credits. 

What are the means by which the indigenous banks and bankers 
provide themselves witdi funds to meet their demands? 

What are the rates of interest allowed on various kinds of deposits 
received by them? 

6. What are the rates of interest either in mon^ or in kind which 
the agricultural community has to pay at present to the indigenous 
banker? 

In what manner do you sugg^ these rates could be brought down 
by better organisation? 

Would the reduction of such rates confer great benefit on^ the 
agricultural community and increase its resources thereby leading either 
to an improvement ip the standard of living or enabling them to spend 
more on agricultural improvements, better agricultural implemtftts, 
wtc.? 
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7. Is tibflre a prejudice in your locality against the * 

banken? 

Axe these banken sufEUdently protected in law? 

Is there any legal or other facility which can be extended to them?' 

Are the dealings of this class of bankers with their clientele 
conducted on sound lines? 

If not, indicate the existing defects, making suggestions for remedy* 
ing them. 

8. Would you suggest any means of making this class of bankets* 
more serviceable to the community? 

Could you suggest any means by which the indigenous banking 
system in India could be improved and consolidated? 

Do yon recommend any special facilities to be given to this class- 
far this purpose? 

What do you think would be the attitude of the indigenous banking 
community towards the introduction of any measures for regulating 
their operations and for giving publicity to the same? 

9. After making allowance for the legal expenses, management 
diorges, losses through default and losses through foreclosure can you- 
give an idea of^the net return to the indigenous banks and bankers on 
their capital? 

10. Please state whether the indigenous banks and bapkers are 
able to meet all demands for acc'ommodation or whether they nn; obliged 
to r^use any other on account of the unacceptable nature of the security 
offered owing to insnfficien<^ of their working capital? 

11. How in your opinion should the indigenous banking system 
be linked with the central money market and provincial ca])i(als? 

Would you surest the establishment of a branch of a Joint Stock 
Bank, or a branch of a Central Beserve Bank, or a local bank with local 
ditectorate, in each distriot with which the indigenous banking system 
may be connected? 

In vdiat manner could such a bank inspire the co nfi de n ce of the 
indigenous bankers and be able to utilise the local knowledge and' 
expnienoe of the latter? 

How is the competition of such a bank with the indigenous bankers- 
ti> be avoided? 

ISf. Do you think there is a large amount of money in the distncia 
In the hands oi indigenous bankers which does not find employment' 
Atoughout the year? 
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Do yon thiiilr that owing to this cauae any large amount of money 
«a flowing to the provincial capitak either for long or for diort periofla? 

Do you think any kind of improvement in the organiaation of lending 
•or borrowing can be made by which theae funda inatead of flowing to 
the provincial capitala would find remunerative employment in the 
•diatricta and thereby benefit the diatricta? 

HI. — Investment Jiahit and attraction of eapital. 

1. What are the eziating banking reaourcM in the province? 

Can you atate the amount of additional capital, if any, required? 

' What are the .meana or inatittitiona in eziatence for encouraging 
■aavinga and inveatment habit? 

Are the public provided with full facUitiee for the inveatment of 
■their aavinga? 

Can the eziating facilitiea be improved in any way or eztended in 
the amaller interior placea? 

Can you give any uaeful information in regard to the habita of 
ihe people of India to inveat in ailvar and gold? 

2. Are Poatal Caah Certificatea popular in your diatrict-or province 
.and can any ktepa be taken to increaae their popularity? 

Do preaent intereat ratea of Caah Certificatea require reviaion and 
•do eziating terma of iaane in any way need change? 

Do Savinga Banka afford all poaaible facilities to the public? 

What classes of population resort to such forma of investment? 

Can anything be done to attract other •claases? 

Have you anything to aay regarding the alleged competition of 
‘Government with Banking institutions and Bankers in regard to deposita 
their attractive rates on Postal Cash Certificates and Treasury Bilk? 

3. State the eziating facilities for purchase and sale of Govenv 
ment securities afforded by Government, the Imperial Bank of India 
■and ether Banks. Are yon in favour of granting any qiecial facilities to 
the small agrionlturists and the small investors of the country to take 

.. up some form of Government security? If so, state what special 
fadlitieB yon reccnnmend? • . 

State the eziating facilities for purchase and sale of securities ofli^ 
ilhan Government securitiea, afforded by the various financid agencies. 
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Can yon indicate clearly the habits of various groups of people in* 
yonr district or province with reference to monies which come into their’ 
liands by sale of produce or through any other cause? Where do thqr 
beep this money and for what purposes, and in wliat manner, do- 
they use it? 

Do the farmers Imid to fellow agriculturists and on what terms? 
How do they invest suiplus money in a prosjierous year? Give any 
information yon can regarding the amount, growth and distribution 
capital among the indigenous population. 

4. State what yon know about the growth of cheque-habit. 

What has been the effect of the abolition of stamp duty on cheques?' 

What daBsea of^population use cheques? Have you any sugges- 
tions to make for further promoting the cheque-habit (e.g., iiayinent of 
OovemmMit servants and Bank employees above Bs. 100 by cheques)? 

Have you any suggestions to make regarding the use of vernacular 
scripts in bankiiig? 

5. Do yon support the view that the banking and investment habit 
in India is of v^ slow growth? 

If BO, to wmt causes do you attribute it? 

Have yon any suggestions to make regarding the vanons possible 
means of educating the people of the country to invest their savings in 
producti've undertakingB (e.g., propaganda by Government in regard to 
OoveAiment loans for cajdtal expenditure, etc.)? 

* As fkr as yon know, what has been the result of the opening of new 
hranches in recent years by the Imperial Bank of India? 
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banks, 315-6. 

DmsxoNS, Natural, of United Provinces, 17. 

Dpiinira, Practice of, of agrioidtuial prodooe, 261i; 

East Satpubas 

Density of population, 23. 

Extent and topography ot 17. 

EOOMOMia DATA 

Earilities for odlleotiiig, 561. 

Need lor, 560, 
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BOOHCIIIIC ENQUntT : — 

Boud of, for United Provinces, 559—67. (See alto pauct 3o7-S). 

Fucilities for making, 561. 

Eoonokk! fbatursr, of United Provincos, Chapter if. 

EOOKOIIIO BOLDuro, Minimum, 50—63. 

EcoHomo STATrs. Of the artisan, 306. 

Of the cultivator, 330 — 43. 

EdUCATIVB value of OO-OFlBATIOtf, 348-0. 

Elbctsic foweb : — 

Available for irrigation, 36. 

Hydro-electrio dewopment and village iudiiatrios, 372. 

Supply of, to country towns, 70. 

Emiobatioe : — 

From United Provinces, considerable, 68. 

Jlemittanoes from emigrants a source of sulMidtary income, 68. 

Emfobiuic, Promotion of sales through provincial, 405. 

Encoubaobmeet of thrift by investment, 313. 

Enquiby : — 

Cost of 14. 

Economic, Board of, for Unitefl Provinces. 550—07 alto p/rjes 357-S). 
Faciiitiea for making, 561. 

ExCHAMOB BABBS, 130. 

Exemptiom of oo-operativo societies from income-tax, an l c» irt-fc s, 3 1 5-6. 
EXPENDirUBB : — 

Marriage, 

Of an aversf^holding, 61. 

On ceremonies other than marriage, 83. 

Possible reductions of peasants, 347. 

Expebt, Financial, in Co-operative department, need for a, 316. 

ExPRilFBlBTABY TENABTS : 

Kinds and rights of, 51-52. 

Proposal to give restricted right of mortgage to, 333. 

Evidbbcb ; — (See vedumes 11, III and IV). 

Amount received, 12. 

Method adopted in dealing with, 12. 

Faibs, Periodical, in the Hills (Bagoshwar, Jouljibi, Thai), 53H-0. 

Fibabcb : — 

Indigenous, Chapter XI. 

Marketiqgf 256-^. 

Fibabczal bxpbbt, in Co-operative department, need fur a, 316. 

Fishibq, a Bubaidiaiy indostiy, alternating with agriculture in certain arv'a^, 364. 
Fixed-bate teeabts, 50. 

Flob'ebs. Hypothecation of standing crops of, 251(r). 

FoBEsr OOBTBAOXS, system of, 556 — 8. 

Fbaombbtatiob of holdings, 65-6. 

FkOBTiEB KBADB, Nepal and Tibet, 536-^58. 

Fauxr fabkemo and preserving, 367, 368. 

Dealings in, 260. 

Uhbb, Marketing of, 251(4). 

Eodoweb, Hypotlteoation of, as security for advances. 258. 

^kxLD^ Hoaidmg of, 486. 

Savieo CEBTifiOATBa, IsBoe'of, rsoommeiided, 528. 
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Goods 

Bztent to which adTsnoes are obtahiahie against seenrity of. 258. 
Movements of. 258. , 

GovnwKaxT • 

Credit agencfes. 141 — 5. 

Dpes^ aooeptanoe of cheques in jiajrment of, 514. 
bfluenoe of, on investment habit, 484, 487. 

Faments, use of cheques for, 616. 

Reiatjona of proposed Provincial Board of Economic Enquiry with, 506.. 
GovnHMBiiT TBBAsnBSRs, as banhers, 130. 

Gxinr 

Loans in«^201— 0. 

Transactions, illicit gains in, 207-8. 

HaBiT(B) 

Banking, 482-3. 

Cheque, 512. 

Investment, Influence of Government cm, 484, 497. Chapter XTI.. 
Spending and investment, replacing hoarding, 405. 

Habitatxokh, 20-21. 

HavDiaiiAiiTaMBN. A chain of types of, 392. 

Hapitr. System of marketing grain to the m%nii at, 252. 

Habiixa : — 

Nature of businesB of the, 107. 

Rates of interest charged by, 107. 

Trade in the, 636 — 58. 

HniALAYA, West : — 

Density of population, 23. 

Extent of tlie division, 17, 

filXDU LAW : — 

- Ancestors* debts, 85—7. 

Risks to oieditorB arising from, 334-5. 

Hqabdb . — 

Hoarding the most common form of saving, 483. 

Payment of government dues liquidation of silver, 487. 

Refflacement of silver ly notes, 494. 

HoLDDiaa:— 

Average, 50—08. 

BnndefUiand, 57. 

Distribntion of, hy siae^ 04. 

Eoonomio, minimum, 59— OS* 

■Pragmentation of, 06. 

Income and expenditure of average, 61. 

Nature and siie of, 60—00. 

Subdivision of, 67-8. 

Uneoonomio, 68. 

Houbbe, Condition of village, 21. 

Htdbo-xuboibid DBvaLoncaiiT and village indnstriei^ 372. 

HwonoDotATiON : — 

Of mm, the HkmitaU syst em, 261. 

Of godbwns as security mr advances, 268, 
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bBWBUJM Baxk of limu 

j^vaatages enjoyed by« 140. 

Otvea no pnimim to ImIcs and indigenoiw bankm in matten of remitiaitce, fiOO. 
xiiunlier of Dfanohee* 140a 
Part played by. 140. 

Bemittanoe iaoilitiBBy rates bhaigsd lor, 509. 

IncaraiiTaL xaBxnnro obabois. Variety of, 265. 

Xpooiib of an avemge holding, 01. 

iHOOiiB-VAZ. Ezamption of oo-operativo aooieties from, lecommended, 315-U. 
iHoaBnoDnsa : — 

Acooiding to siae of holding, 182^03 and page 141. 

Aoeording to numeylendns, 20U, and page 144. 

By oaate groups, 199 and pagn 145-6. 

In terms of ren^ pagie 142. 

Of landlords, 198 a^ page 143. 

Of Mudims greater than of Hindus, 88. 

IvDiOBTOna luns and banknbs Chapter XI. 

Absenoe of discount houses, 421. 

Accounts, qratem of, 434-6. 

Allied bnainoas of, 418. 

Amalgamation of, suggestion for, 461. 

Ancient banking, 409. 

As agents of oommaroial banks, 464. 

Banidng in the Muhammadan period, 410. 

Capital of, 424. 

ClMses of, (1) hoUdwaUi, 414. 

(2) aamtfs, 415. 

Clientele off 423. 

Consdlidatian of, 459 — ^71. 

Contact with the West, 411-2. 

Co-operative bank for, 466. 

Beolbie of, 441. 

Defects of the system, 442. 

DeBnition of, 407. 

Diffioultiee erf indigenous bankers, 440. 

Discount rates on Attnrfiff, 433. 

Dishonour of Auiidis, 430. 

Estimates of capital, limitation of the, 425. 

History, 408. 

Hund’s : — (a) iarshani or demand bills, 

(b) mvddali or usance lulls, 428-9. 

Indigenous mon^ marimt, 422. 

Market practices, 431. 


MffmoD OF Buamsa— (1) Raising of funds, 426. 

(2) Lending (f) 

(iii) mortices. 

(!▼) ^ marketablo 

commodities. 

(v) pawning of valuables. 

(vi) loim on baki khains, 427. 

Modem, 1344, 417. 

Mumbei^ 419. 

Of rim old kind, 133. 

Organisation, 420. 

Rates of intereet. 432. 

Wdatinn to (i) aipADoltai.^ 4S6. 

(fi) mda^ 487. 

(Ui) indntir, 488. 

Bmittaiio. optMUoM dt M8* 
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XmioxHoug oBiniT Aonciisst otbsb thav zirDxasHous BAinu astd BAxnofts 
AocountBy Bynteni of. 456. 

Ckpitel of, 460. 

OlaaiMB of, (i) rnml, 443. 

(ii) iirbao, 443. 

Defects, 468. 

llethods of baeineae of the urbeo mon^lenden ; 

(i) the aahvhar, 447. 

(ii) tho arhatia. 

(iii) the giMwala, pawnbroker, etc., 447. 

Nnmbers, 449. 

Public opinion, 467. 

Rates of interest, 456. 

Relation to (i) agriculture, 451.- 

(ii) trade, 462. 

(iii) industry, 463. 

With the ImpoM bank and the joint-stock banks, 430, 464. 

Suggestions for improvement : — 

Inclusion of mon^londers in co-operative societies, 303, 474. 
Formation of a co-operative society of moneylenders, 302, 476. 
Licensing of moneylenders, 476. 

Rendering of accounts by moneylenders, 477-8. 

Miscellaneous t — 

(i) Bills of excihange, 479. 

(ii) Stamp duty, 479. 

(iii) Bankers* Association, 479. 

(iv) Minor recommendations, 479. 

Voniacular scripts, 480. 

IxmoBMOufl nHAHos, Chapter XI. 

Imo-OAHavria Fi:«ai]i : — 

Central. Uensity of population, 23. 

Kxtent and soil of, 17. 

East. Density of population, 23. 

Extent and s^ of, 17. 

West. Density of population, 23. 

Extent and soil of, 17. 

iKIlunBXAL BAXTK. Establishment of, recommended, 402—4. 

IXDUBSBIAL LOAXB Government^ 145. . 

InUBlBiBS : — 

Agencies which finance small urban, 132(3). 

Agricultural, use of power in, 371. 

C ommon suMdiary, 363. 

Cottage, declining, 73. 

Decline of the smw, 73, 376. 

Dairy industry, 366. 

Finance of smali rural, 375. 

Fialung, 364. 

Fruit and vegetable, 367-8. 

Hydro-electrio development and village, 372. 

Importance of some small-scale, 397— 400. 

Intnoduotion of new and expansion of existing, 373. 

Market gardening, 369. 

Oigianiaatian and finance of spiaU ruxal, (Ihimter IX. 

Organisation and finance of small nrbu^ CSiapter X. 

Ponltiy fsimipg^ 370. 

Power, use oCin agEkmltaral, 371. 

Rural, aa stalnlisipg agiioultiiie» 374. 

gpaoial,306. 

erban, prineipal, 72-8. 

Vegeta Je^ 367. 

Weavings 377-9. 
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fxranOB FBOFBIBTOBS, Rights of, 4S— dO. 

iHBOLVnCT : — 

Comphunta agaanst law, 322. 

App^tment of special judges, snegested, 322. 

ImuBAiiCBt PoBlal r.fe, ozieusion to general pulilio in rural artMu, rrcominoiitlwl, r»24. 
IiiTBir8iv]i Booxoifio 8UBVET8 Carried out for committee, in. 

Ibtbbbbt : — 

IMacratian of courts to reduce, after suit, should b.^ witlulrawii, 324. 

Bates of, charged by indigenous bankerii, 432. 

Rates of, charged by credit agencies other than itKliveiioiii' liuiiks and liiiiikc*rH, 4 *m. 
iRTBBMBnxARY, BtopoH 08 an, between peasant and market, 24 1. 

IBVBSTKBNT : — 

Encouragement of thrift by, 313. 

Existing facilities for, inadequate, 504. 

iBVBBTMBBT Uabit — Ghaptor XTI. 

Attitude of avera-ie l.idian in rcgsr l to i ik vest m?iit, 484, 407. 

Growth indicated 1^ rise of tenant moneylenders, 405. 

Influence of Government on, 484, 407. 

IBBIOATIOV : — 

Area under, and methods of. 34 — 0. 

Oonal, extension not possible, 36. 

ITIBXBABT DXALBB, the, 380. 


Jat, description of the, 01. 

JenBT-STOOK BABK8 : — 

Agency of, should bo used to sell post office cash certificates, 510. 
FacilitieB offing 1^, for purchase and sale of govcmmimt securities, .50 1. 
. list of. Appendix to Chapter 111. 

Nature of business, 138. 

Number of, 138. {See tdao Appendix io Chapter UL) 

Opening efl new, 529 — 32. 

Kabtu (Punjabi, Mughal, Agha) : — 

Description of business and methods of, 105. 

Rates of interest charged by, 108. 

Kaciicha abhatia : — 

Difference between arhiiia oi^ 256. 

Put played by in marketing grain, £>3, 2.i6-7. 

Kavs. Found extensivaly in Central India Plateau, 25. 

Kabkhabadab : — 


As (i) his own financier and (ii) as contractor, 381 — 4. 
Relations between, and worken, 389 — ^91. 
Khanobalx. Nature of business of the, 100(4), 251. 
Kotbiwal. Natnie of business of the, 131. 


KuBm. Desesription of the, 01. 

Labd: — 

Bondelkhand Alienation Act ^ 

to other parts of province, undesirable, 24 1, 320. 
Object and effect oi, 318-9. 

Land Improvement Loam Act, working of, 359. 


aka : (ffss under Land Mwigage). 

XindB (a) Simple, 152. 

lb) Usofmotuaiy, 152. 

Miause ot M security nw debt, 155. 

Variationa in use of, as Becurity for debt, lo7. 

VQhune of debt Beouxed on, 156. 

:^lt of changes in tenancy Taw, 328—30. 
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XiAXDLOBDB 

AgjBDiay from whom th^ banow» 113. 

j^grioultiiml debtk huge proporfcioa fimuiioed by, 112—4. 

Debt : — 

Oomotlon of figoTNi to allow for, 174. 

Ihtimate of imbbtediieii, 198 and pigB 143. 
Dimdvantagm attaohins to Iomw to tenaoto by, 114. 

Blleot (rf agrioaltiual indebtedoBH on tranifer of property, 237. 
Proportion indebted, 112. 

Lavd iMFSOvnuHT liOAim Act, worUng of, 859. 

Land MonioAoa(8) : — 

Bank (a) 

Lo^-tenn credit and, 860—6. 

Other ooontriei, 862. 

Pkorinoial, aoheme for, 850—6, i^pendix to Chapter VIIL 
Suitable for niral monied olam, 617(2). 

Clawrifioation of, 137. 

Diatribation of, 188. 

LoQg-term credit and, 860—6. 

Kinda, (a) Simple, 152. 

(6) Uaiuniotuary, 152. 

Miauae of, aa aeonrity for debt^ 156. 

Number and value of regiaterod, page 189. 

VariationB in nae aa aeonrity &r debt, 167. 

Volnme of debt aeonred on, 166. 


IiAVo xoBTOAon BAinc(8). Nm unier Tm/iA Mortgage* 
Lavd TnaroBB. Syatem of, 44—65. 

Law, Hiiroir aho Moham madan 
Anoeatral debt, 85—7. 

PeouliaritieB of, 86—6, 3346. 

LnoAXi aiTirATEOV iv Biarncrr or dbbt. Chapter VII. 

LnoiBLATioir : — 

Banking, 533. 

Regulated general marketa, establiahmmt of, 257. 
Tenancy, Origin and objeota of, 45. 

Larma or obedit. Travellera’, iaaue of, propoae^ 623. 
LlOBIiaBD WABBHOU8B8, 270—4. 


Loahb : — 

Co-opmtive aooietieB 
Delay in making, 802. 

DifRoultiea in connexion with the making of, 892—6. 
Poatponemont of repayment when neceaeaty, recommended, 301 • 
Grain, 204— 6. 

Omamenta, 217. 

Oiaffrmdt, 217. 

Lom-TBBK OBBDiT and land morlgage bank, 850—6. 

ICawajaw 

Aa (i) financier and (ii) co-ordinating agant» W5-6. 

Bstent of operations of, 101. 

Nature of tranaaotiona ob 100-1. 

1CAXA&: Unda 0 ^ 44. 

M&viJBg, loadeqimte nae made of, 8^ 

Habkbxb 

DtffereDce betwe en ornniaed and onoiganiaed. 

Incidental bhanna ImM in, 265. 

Pteiodloal, 849. 

B^gnlated general, nee de d, 267. 


850 . 
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' oiBDiHlKa* as a milMidiary occupation, 300. 

ICauniNo : — 

AgencieBi 118 — ^28. 

Agrionltnral, Chapter V. 

AfktAiaa^ lOleB of, 249—58. 

KmMha, 252, 255. 

PdUbo, 252, 255. 

Diffemioe between baehcka and pal-ka, 255. 

Beoparis, idle of, 244—53. 

Co-opeiatiTe aooietiea for, introduction of, 268. 

Defe^ in mtem of, 280^. 

Finanoe. (ate uncfar MarlMng Finanet), 

Inoidental ohazges leried in markets, 265. 

Miethoda, xeoent changM in, 275. 

Moneylenden and beoparia able to z^gulate agrieultural, 244. 
SooietieB, oo-opeiatiwe, introduction of, 268. 

ICaBnmra tik ance : — - 

Go-ppeiative aocietiea diould undertake, 250. 

Ibwoda by which pdkka arhaUas obtain limdR for, 258. 
Fftaent i^Btem of, 257. 

Suggeatiomi for improvement in. 250. 

Trade bills diould be more eztensivoly used, 250. 

ICabbiage. Enenditnro on, 80—2. 

Mbbobabts. Ite of hundia for remittance purposes by, 250, 500. 
Mrhods of nifdng funds iiidigonous bankers, 448. 

Mxddlbmbk : — 

Itinerant, types of, 247. 

In urban iimustries • 

Causes pf the prevalenoc of, 387*8. 


Mujtabt babxebs, 137. 

Mobetlebdeb (b) : — 

Acsconnts 

Rendering Qf» 477. 

System of keeping, 456. 

Agrioultorist, Ul. 

Amateur, 110—7. 

As a oo-pperat'.r, 303. 

Bania, 04—9. 

Capital of, 450. 

CaaBses of, 443. 

Co-opmative societies 
jFormatkm of, 475. 

Twnliiaioin in, 474. 

l)totiilmtioBotdBUMoaidiiigto,20audpBiiitl44. ^ 

Enocs of, 338. 

Horde of mlBodlanhoiiB» 110. 

Illicit nraotioes of. 220. 

liidigm (me uiider Indigenaus Banb> and Baakera). 

Uoensing of, 476. 

Rural {Bmpari, Bapjofa^ Bakwari, Pheritaala, Khanttaali). Kataie of 
boaiiieBSof, 109. 

Urban {qiakpala, pawnbroker, etc.), 132. 

Number at 449. 

^ ~ atetie, 103-9. 


P oMo opinkn, 457. 

^Lg u la&B of operationB o^ proposed, 473—8. 
. RoSEkor, 445. 

Tenant^ 115—7. 




Mar, 112-4. 
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MomoY ommaa 

Ghaiges for, 500(5). 

Extent of, paid m certoin dUitriote, 08. 

Reduction of ohar^ee fo/, proposed, 6 21. 

Hobtoaoe under Land Mortgage). 

EquitaUe, Ipgaliiation of, leoommended, 821. 

Usufruotuoiy, automatic redemption within a fixed period, 321. 

Value of usufructuary, 329. 

Exproprietary or occupancy tenant dionld be given a restricted right of, 333. 

HuaiiAEi (Kabuli, Punjabs Agha). Description of business and methods of, and rates of 
interest charged by, 106. 

Municipal boabds should bo permitted to deposit money in eo-operative banks, 310. 
Muslim (s) : — 

Indebtedness of, greater than of Hindus, 88. 

Law, risks arising from, 334-6. 

Natural diyibions ; — 

Of United Provincea, 17. 

Grouping of, into four major tracts, 18. 

Population, density of, 23. 

Nngotiablb iNSTBUMXHTa. Proposal to make postal cash certificates negotiable, 619. 

Nbpalbsn trade i— 

British ourrenev accepted, 653. 

Carried on in three ways, 562. , 

Credit, how obtained, 654. 

Non-ocoupanoy tritants. Rights of, 53-4. 

Noras : — 

Absorption of, 491 — 3. 

Inoreaiia in oiroulation of, 486. 

Not being hoarded, 495. 

Number of woRXiNa and idle days. Account of, 361. 

Oaxden oommitteb, 287-8. 

OoouPANor tenants : — 

Kinds and rights of, 61-2. 

Proposal to give unrestricted right of mortgage to, 333. 

OoouPATioNB, subsidiary, of agriculturists, 67. 

Open pbicbb. Sale of crops, 262. 

Opinion, Public, of mo.*ieylonder4, 467. 

OBNAMNNTti, Loans cn security of, 217. 

Oroanisation : — 

Of small rural indnstries. Chapter IX. 

Of small urban industries. Chapter X. 

OuoB Rent Act, Position of tenants under. 327-— 31. 

Panobatats. Jurisdiction and power of, 78, 84. 

Pakka abbatia 

Difference between hachka arkoftaand, 262, 266-— 7. 

Extent to which advances are obtainable imainst security of goods, 233. 

Methods of obtaining money for marketiiig finanee, 268. 

Part played by, in markelmg finance, 267. 

Pawnbrokbbs, 13^2). 

Aiabant • 

His need for capital, 846. 

Possible remedies for improviog finandsl position of, 345, 347. 

Poverty of, 844. 

Ptyohology and ignorance of, 89—92. 

Feasant rBOPBiNTOBa. Indebtedness of 188, 186 and Appeedix 1 to Chapter IV. 
Perzodioal MABXNirs. 248. 

PnBMANRNT YRNUBR-HOLDBB8, 50. 

PEuwala, 109(8). 



INDEX. 


XT 


Vonthsim : — 

Jkmxty of. 22. 

Number of inhubitante in tho firovinoe. 22. 
Fkoportiian engaged in agriculture, 22. 56. 
Pr«^ortion of urban to rural. 60. 


PdssxBLB nnoBDiBa nr fbbbbht aTsrax of AonictrLTirBAL cRKiirr. Chapter VIII. 

Postal Insubaucu Fithd : — 

BeiMtB offered by. 502, 524-^. 

Eartenrion to general public in rural areas, iF<.Mmmciitdcd, 524Wi. 

Extent of buemefiii done by. .*>02. 


Postal qbdsbs. ]^poaal for introduction of ntpee, .122. 

Post offios 

Cadi oertiffoates, 501. 

ClaawB which uae. 501. 

Extent of imuee and diechargos of, 501. 

Propoeala for populariaing, 520. 

Cheque aocounta, proposal for openi^, 523. 

Inaurance. extension to general public in rural arca^, rc'MiniUi*nd 4 *cl, 524-.1. 
Importance of . as a remittance agency, 5U0. 
jUb^y order chargea, reduction of, 522. 

Ru^ postal orders, proposal for introduction of, 522. 

Savings lauiks : — 

Glasses which use, 500. 

Depmts in and withdrawals from, extent of, .100. 

Raising of deposit limits and rates of interest, prop.i^al fi»r, 510. 
Opei^g of in every branch, impracticalilo, 501. 

Seonritiea, fadlities for purchase of, through, .104. 
l^aveUers* letters of crewt, 523. 


Puexa : — 

Difference im between large and dountiy mandiM, 255. 

* Village marlmt prices governed by worid prices through pakta arhatia, 2.16. 
Secret settlement of, in markets, 

Pboducb. praotioe of dumping, 261. 

Pbofessiohal mohbtlbxobrs. 94, 109. 

PBommoN OF SALBS. Provincial emporium. 403. 

Pbofbibtobs : — 

Rights of. 47. 

Inferior. 48—50. 

PnOfTsfOiAL Boabd of Eoonoxio Evqitibv, proposed, 559—67. 


PlUmnOlAL Co-OFBBATIVB BaNX, 306. 

Debentuxes of. should be included in list of trustee securitiea, 3f >. 
EstaUiahment of^. lecommended, 30H. 

Scheme for propoaed. Appendix II. Chapter VI. 

PftTOKOLOGY : — 

Indian peasant. 89—92. 

Of the Jat. 91. 

Of the Komi. 91. 

PuBUO onnOH. ormoneylenders. 457. 


POXTABK (Kabuli. Mui^. Agha) 

Description ci business and methods of the. 106. 
Ratos of interest chsiged by, 106. 


Qdtbaxdi. System explained. 104-5. 

Qirtala. Natureandextentof business of^ 104. 105. 132(1). 



wide publioity. 9. 

for provincial eommittees. see Append**- 
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Railways 

Wsming^ prapoisl for oisdit into doBoit tresiiuies, 627. 

Becslpti^ pntitks of supportiQg ianham kimdiu with, 258-9. 

Baimfaix.* season and extent of, 88. 

RMulatsd OBnnAL mabxrs, legislation lor estaUishment of, recommended, 267. 
RlLATiOira BBTWBBir BABXHAirAPABS ABO WOBKBBS, 389—91. 

BmnwiTOBS avd susfbbszoiib oy laud bbybbub, a help also to the agricaltoristk 143. 

RaiiiTTAiroa : — 

AgenoiBS, 509-10. 

EnJgrsnts, a souroe of sabsldiaiy inoome, 68. 

Dera^ in mtem, 511. 

XadlitieB, absenoe of, in mai^ plaoei^ 511. 

Bbbt abd bbybbub lboulatiob, 827—82. 

Effect on credit^ of new, 828. 

Rbpatiibbt ot loabs. Suggestion for postponement by co-operatiwe societiea, when ne- 
oesssiy, of, 801. 

Bbbbbyb Babb, 481, 585. 

Agencies of, 465. 

Imrtitntion of, recommended, 585. 

Tenantry ponoesa large, 116. 

Treatment of cash bahmees and, of co-operative banks, 314. 

BiOBn ov TBABsnn. l^oposal to give exproprietaiy or occupancy tenants restricted, 388. 

. Roxal iBDUBXBiBB, Chapter IX i — 

Agricultural, use of power in, 871. 

As stabUising agricnltuce, 874. 

Daily indus^, 865. 

Finance of, 875. 

Fishing and agriculture, 864. 

Vruit fanning and preserving; 368. 

Istroduotion of new and expansion of existing, 373. 

Market gardening, 869. 

Poultry fanning, 870. 

VmtaUe, 367. 

ViOage, and hydro-electcio developiiient, 372. 

Bubal bboobstbuoiipb The problem of the futuzcb 559. 

SJoieties for, should precede credit societies, 291. 

Bahuxab : — .... 

Mature of business of the; 102, 129. 

Rates of interest charged by, 102. 

BalbCs):— 

B Agencies and stores, co-operative, 804. 

Organising of, by co-operative societies, 401. 

Prwnotion of, throagh provincial emporium, 405. 

'8axbav(s) 

Kinds o( 180. 

Mature of busineas of, 180; 183. 

■EAYDKQiB) 

Banks (see wnelsr 8am9g§ Bamka). 

ExhjiiBg facilities for, inadequate^ 504. 

Hoerdt^ the most common form of, 488, 407. 

TSAYiuaa babxb 

dasBes which use- postal, 500. * 

Deposits and withmawals in postal, extent o4 500. 

Deposit limits in postal, proposal for raisiQg; 519. 

Rates of interest in poshC 619. 
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SBAScms :— 

BiiinUl,83. 

Sowiiig of vodkNU oropfl» 27. 37—40. 


Hypothmtion of orQ|w. 261. 

of godown^ 253. 
ofonuunontB, 133(2). 

EaoUBiTivs, governments pmoheae and sale of. 503. 

SnD. Dbtribution of. by the Agrionliure department on credit. 30. 144. 

BiLvn:— 

R^u^lrom 485—04. 

Reloni ci, from hoards. 404. 

J8tr. Beatriotlon on total bedding ot 47. 
fiiEAU. HOLDDKM : Under-emplayment in. 302. 

ElfALfc ZHVianB : Requires devdopment of existing investment facilitici rather than 
banks. 517. 

Eooiazi snnuc : Eoonomio aspects of. 74—84. 


C!o-operative (sea under Co-openim CredU Socidke). 
liufceting (see under Markding). 

IfonqrlenderB (see under Man/^jUndera). 

Sale (see ofider Sole). 

Traders (see wider Traders). 

Roil: — 

Blaok ootton, 17. 10. 

Claasifleation of#0. 

Nature of. of the natual diyisions. 17. 

Spioul nrounEBOH. 300. 

SpaouLanoir. in grain marketer 127. 200. 

iStaxp duty. R ft d neti on of. on bills payable within six mon*h<t rccommeudod. 470. 
Cheques, effect of abolition of. on growth of cheque habit. 513. 

RicaxiBTiaa or dbbs. Appendix 1 to Chapter IIT.' 

Statutoby TiXAJn!il : Impossibilily of giving right of transferability to. 333. 

SlBBLUrO POSTAL OBDBBS 
Rates far. 500(5). 

Used as imeuol of inland remittanoe. 500(5). 

Riook bxobahob : XosaiBolont demand lor. 503. 

Stobagb 

Isoenaed warehoaBCB. 270— 4. 

Methods ot 800. 
fiuBnivisiov or BOLimros. 57-8. 

Rob-Hdialaya. bast : — 

Benaity of popiilatioi4 28. 

Bztant andfm of. 17.^ 

RUB-BiIIALATA. W BB B 8— aa 

OnltfraUB «w OTiiblil.k gmtor thui in otiwr diTiMni, X. 

DmAy of SS» 

Betntof A.divUaii,17. 


SoMBunr oeeap.tioiM, 87| S6S. 
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SvB-mrikiraB : IMim of tenoney of, M. 

SUOABOAKS : — 

An important crop, 40- 
Hypoueoation of Btanding crops, 251. 

ScMon for sowing, 27. 

Buraucm tsmabIb : Kinds and rights ot 61-2. 

Buffly mun : — 

ChaigBs for, 510. 

Relaxation of lestiiotjons on imue of, 526. 

Use of, 510. 

Tabus showing indebtedness of landlords and tenants, Appendix I to Chapter IV. 
Taqavi ! — 

Agrioulturists* Loari Act, 367. • 

Amount fp^en, insufficient, 228. 

Collection, methods of, rig d, 220. 

Co-operative societies, distribution through, ricommended, 816-7, 837. 
Corruption amongst lower staff, 230. 

Dday in distribution, 227. 

Distribution of seed as, 80. 

Distribiitiiin throngh oo-cp.ratlvo societiep, zecommerded, 316-7. 

Extent of, 143. 

Land Improvement Loans* Act, 300. 

Preliminaiy t-nquiries, 226. 

Removal m zestriotion against giving advances to co-operative societies, 315-6» 
System exfdained, 223 — 5. 

Taula : (weighman), Aotivities of the village, 248. 

Tbuobaphig mAVsnms, 610, 526. 

TsVANOir Acts, Origin and objects of, 45. 

Tbitaiitb : — 

Enroprietaiy, rights of, 51-2. 

Inmbtedness 183, 185 and Appsndfx I to Chapter IV. 

Legal protection of, 45. 

Lo^-torm credit df, 333. 

Moneylendem, 115—7. 

Occupaney, claases and rights of, 51-2. 

Ordinary, rights of, 53-4. 

Foasoss large resources, 116. 

Proportion of debt financed by, 115. 

Proposal to give restricted xighta of transferability to, 833. -* . 

Subtenants, nature of tenancy of, 55. 

Superior, elaimon and rights of, 51-2. 

Tbhujud, Sjjfstem of land, 41—55. 

Tbbms ov bbvbbbnob to committee, 7. 

IteDT : Encouragement of, hy investment, 313. 

IkBBT: — 

Bhoriyas, 536—51. 

Eiqporta tOb 542. 

Imports from, 548. 

Trade, 537—51. 

ViiiMiMt 54fr-«l. 

Ibjtetiiig, 887— MS. 

Tom of Seoretaiy, 11. 

Towns, 69—71. 

Ooimtiy, 79. 

TkABB BUB, should be more extansivelty need in marketing finanoe, 859.- . • 
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Teadi: — 

BhotiyAv 5SE— 01. 

^ In the hilb end on the frantier, 537—08. 

Nepekee^ 052— 4. 
nbeCen, 087—01. 

Xbadbes 

Sooiete of, 805-0. 

Tramhfu or Pbopebty Act, AmendmenU RuggosteJ. 321. 

TRAiniFOBT, Mmuu of, of prodaoe to markets, 246. 

TkAVBLU^s’ LcranuB or obidit. Proposal for introduolioii of postal, .*123. 
Tbbatiouit of gash BALANons AHD RESBRVKS of oo«opeiative lianks, 314. 

Tbhabubt balahgss, uses of. 510. ^ 

TiTBn-WHLiB. Electrio power available for pumping water from. 36. 

Trras or HANDiORArrsMeir. A ohain of, 392. 

Types or middlembn in urban mnusTRiBs, 380. 

Itinerant dealers, 380. 

* KaManadar, 881-^. 

Mtihajan. 885-6. 

Undxr-bkfloymbnt in small HOLDlSaS, 362. 

Unbgonomic holdings : — 

Dednition of, 58. 

Point at which a hokiing becomes uneoonomtc ia movabk, 50. 

UNinn Pbovtnobs Land Revbnub Act, Effect of, 327. 

UXBAN BANXINO AOBNCIXS, 133—40. 

Urban indusirdmA — 

Ofganioatkm and Enanoe of small, Chapter X. 

, of middlemen in, 380. 

Usurious Loans Act : — 

Complaints against^ 323. 

JJefeota in, 813. 

Value. Rednotion in laiid value os a result of changes in flic tenancy law, 328—30, 
Village : — 

iiaMMi. nature of transaotions of the, 08-0. 

.IfoA^a .* — 

Extent of operations of the, 101. 

Nature of tronaaotions of the, 100-1. * 

Moneylender: — 

Desoiiption of, 04-5. 

Indiapenaable in rural life, 04—6. 

Of two elasaes, ftaaui and msAci/aii, 97. 

VoLAORB, Description of, 20. 

VebnaOULAB 8CB1FX8, 480. 

Wbohis and xrasubbs— 

Grain, false weighment of, 266. , i da 4 

Inquhy with a view to staodordliation of, reoommeniled, 26*. 

Variety ci looal, 2^. 

'Withdrawals, Extent of, from postal savings bank*, 500. 

WoMRN. Pawnbfokisf a spedalify of, in certain parte, 122 (2). 

WoRxiNQ DATE. Number of agriooltarista*, 361. 

ZaMINIIAR MGRRyARNDRB^ 112—4, 
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aL088ART. 


Abtid* 

Angoehka 

Afhar 

AThot 

ArkaHa, a rkAip a, arkHifa or arkii 


jmUm 

Asami 

Badni Aa saita 
BM 

BakiAkata .. 


Bajra 

Bamu 


BesJoA 

BeAtmrri^ 

Be-imam 


Beapari 

Bhang 

Bitaria 

Bohm 

Brittfal 

Brii 

Chambeii 
Chans •• 

ChhaUaA 

Ckkui 

ChOan .. 

Okma 

lAiJIarAhmtk 


ho 

i 


• • 

• • 


. . Habiution^ fpoup of bourn. 

Court clerk. 

Towel. 4 

Paine, cyiisus eqfan. 

.. Comminiion agency, commiaalon. 

Commiflnion agents broker. 

Who introdueea a heopari to a purehaaer. 

Proper eommisBion agent. 

Client. 

KhaUi apoculationH. 

Account book. 

. • Ledger, book entries. 

Hindu month oonesponding to April. 

. A small millet, pennistinm fypJbetdeuM. 

.. Trader, moneylender. 

A clasH of carrier espeeially of grain, grain dealer. 

. . Invoice. 

.. Creditor, moneylender. 

.. Faithless, diMhonest. 

. . Mixed grain. 

.. A dealer, trader, moneylender. 

Dried leaves of the hemp ^nt. 

Grain-lender. 

. . A caste ; trader. 

Sgg plant. 

. . See jajMHu 
. . Jasmine. 

Resinous matter formed on the flowering toisi of the 
female hemp plant and collected separately. 

• . l/ 16 th seer. 

Rebate. 

.. Embroidered doth. 

Rough aooonnt. 

.. Ofliee expenses. 

. • Broker; 

.. Sight bill. 

.. Porter. 

literally “hand loan”, loan aeouied by a varMl 
promise. 

.. Tim ffimabyan cedar, csdnis /ttail. 



«• 

u * . 

. 


" OLOSSAn. 

JOecrikm 

g g 


One and a hiU tiBiaa. 

JlWIflinnuftifftt- ^ 

• m 

■ ■ 

Reat-hoaaa. 

• 

m • 

. . 

Charity. 

■Warag - 

t 

• • 

» 

• • 

Method dr donning. 

2Nkpff 


• ■ 

Loin cloth. 

Doanmi 


■ • 

Two anna hit. 

m» V. 

■ 

. . 

A one-horae cart. 

JV^ftr 

g 

« 

• • 

AaoetiCy beggar. 

iWgfty oMorg 

• • 

. 

Group of faqirs under a leader. 

G^gi^ 

• • 

-• 

The dried fiower heada of the famala hemp plaiiit 
from which the rerin baa not bean renmoad. 

(ifggA iMgj . 

• « 

.. 

Opening of the purae. 

Mite 

■ • 

• . 

Coarae cloth. 

Gfteio 

■ ■ 

. . 

Pitcher. 

' 6tei 

■ • 

. • 

Clarified butter. 

. Oanii 

■ ■ 

• . 

A village menial who works for the samindor. 

QoMia 

• • 

• • 

Home for cows. 

(Shla 

• « 

■ • 

Gold and aUver thread work. 

ChdawaXa 

• • 

■ ■ 

Dealer in gofa. 

Oumaakia 

• « 

• ■ 

Agent. 

Mr 

• • 

• • 

Unrefined Indian angary iaggeiy. 

EmUipai 

• • 

■ • 

Financial condition. 

Eandi 

a • 

• • 

Bmall earthen veaael. 

1 

1 

//grig 


A gang of wandering nsurers. 

BmBk Mdhar .. 

■ • 

*• • 

Bee doaf gvrda. 

BM 

• • 

• « 

Hindu featival. 

BwM 

• g 

• • 

Bill of ezohange. 

ttr 

a g 

. . 

Otto or oftor, eaaenoe of rose or other flower. 

JajmKni 

a a 

. . 

Circle of clients. 

j«a 

a a 

. . 

A marsh* shallow like. 

ifiMr-'' 

a a 

. • 

The large millet* andropo^ aofpkmpJ 

KaMha oriMa 

. • 

• ■ 

See under grteHa. ' 

' Kakar 

a a 

• ■ 

Water carrier. ^ 

KamituU 

• 

• • 

Embroidery or embroldend cloth. 

JCWM 

1- ■■■■ ■ 

a a 

•• 

A coarse, deep-rooted grass weed, sgceteHiai Sfontai 
aemar 

■tapat. 

a a 

a a 

Cotton with seed still adhering^ tati^nped; cMtaiL 

jCMkii 

a a 

a a 

Embroidery. 


a a 

a a 

Dust. 

. -jCWUM* 

a a 

a a 

Workshop. 

iTnriltfttnTf— ^ 

a a 

a a 

Master artisan. 

■ - 'Barta 

a a 

a a 

Agent* manager. 

Bam ‘ 

a a 

m a 

Hindu month ebrresponding to Oetober#- 

ftiWfaf .. 

a a 

a a 

Cultivator. 

ITHitiiff 

a a 

a a 

IMsoount. 

- ZattT * V" •• 

a a 

a a 

Saored recitation. 




KhmS « 

KhaMnHB .. 

KkaM 

Kkmai ' ' m* 

ICAiiAiiM . • 

ir4^ 

kofM 

KMi • • 

KaMwal or ktUkiufal aarraf 

Kwrr 

Makaian 

Mandi 

Muddtiti hundi 

Munim 

Naanm 

Padhan ... ^ — 

Palfllh.k 
PaHta orhotia 
PaUadari 

Panckar/nt . • ^ 

Panrhayat aarrafu 

Pafuih 

PaUi 

PaUidar 

PMHwaia 

Pnrdnh 

Purdanaahinm . 

1 * ' ' 

PurohUi . ' . . ' ' 

OW 

Qigtbandi ... 

QiMa 

* ^talwafo ' . • 

Pabi « • 

Pam JAia •• 

■ a a 

PpuA .. 

Pahu ■ ■ 

Sakuhar 

g PahHhaH • . • 


i&ot8\RX. iii 

■^r 

. • ' Oealfer in aui^hi*. 

• • Oold wt*Ath«»r harvi'Ht. 

.. W «we«t Hc*cfiti«fl fEriiHik root. iuMriealvm, 

.. Grain pit. 

.. A raeord of ])ro|ii'ictni'y l 
.. Zamindir"* own riilfivarinii. 

.. Vrt'iwiivi! mM*hiiii*. 

Barn. 

. Rumiu'kh linn. 

a 

.. Bifi haiikfr. 

.. Hindu month •'cirr«*!*ihiiiiliii^' tn Sr>|itriiilii*r. 

. . Cartman. 

.. QnWt. 

.. A oriMiilor. bnnkiT. llll•rtry^'n<lf‘v. 

. . Mnrkcf . 

. . ITaaiuf* hill. 

.. flork. 

PrciHciil, hrnkiTHtf**. lUoih'v opUiUi. 

VillafKo hoadniHTi. 

.. Periodical market. 

. . See iiniicr arhufin, 

. , Portf>ra 80 . 

.. Literally a poiinei I nf live. IVd tu deacrihe mi 
a4.<i(N*iatioii nf any nuinher of <1 inMiliiliil 

for ohfeetrt of all lulmini-tlrative or iiidieiril nHliire. • 

.. Spo aarmfa ^tniirhufftil. 

. , M**mla*r of a juinrhuyid, 

. . Shari'. 

.. Co-shappr, |ipUy Imidlioliler. 

.. Peillar, hawkiT. 

V«il. 

Lit. ohsiTvinc ftfluh i wotiinii who livva in Hrehu 
iiion. 

.. Priori Ir dnPH. 

IrisiHlinciit. meihdd o» lendin}; on tliir iiiHtaliiN'rit 
.. Instaliiionl. syatem. 

• • Moiicyicmler Iniiilinii on the itiMinlmetil ayafmn. 

. . .S?c (limin, 

.. Hot weather i-roii. 

'ftiP annivpr'tnry of Itiiiiifi' vieiory over ' Itaf an* a 
festival. 

.. Daily, a kind of 

. . Hoc foJflW- 
See aafcafarr. 

Lit. hon«*»t man, moiieylondiT, lianber. 

.. BanWa ImwneRs. , 



• 








Mami * 


. 0 0 

■ 800*iia0Wii0^ ■' ...... 

AcMWft 


0 0_ 

. Hemp, 0#0iirert0-/ltii|^!''^^ 

■ BrntfaJ 

• 0 

0 0 

Bmhkieirft 

jMMsikafnf 

• • 

0 0 

BeaUftr^B boonoil of ifIvB. 

Smnajl 

■ 0 

0 0 

Bankas ipript. ^ 

Aittpof 

0 0 

0 0 

One and a* quarter timea. ‘ 

^ Bhrataha 

' ■ 0 

0 0 

Hindu oeremony in honour of the dopaiijte? -nl 




dead lelativea. . ' “ ^ v - 

Bingharu 

m m 


Watemut. ^ 

.SipM 

0 0 


Orderly. ' . 

^Bup 

0 0* 


■ A ooarae ateve uaed for winnowing .grain. *' 

Burdki 

0^0 


Earthen pitcher. 

. Tahiqitgr 

0 0 


A landlord in Oudh with apeoial.ll^hi^^ 

Twni 

0 0 

0 • 

Lowlanda, anbmontane tract. ^.1 

Taqqni 

0 0 


State loan for*agnonlMira 1 pnrpoNCB. , 

Tai 

0 0 

0 0 

Sacking. 

Tauia 

0.0 

0 0 

Weighman. 

Tola 

0 0 

0 0 

1/5 ohhattak. 

Toahakhann .. 

0 0 

0 0 

A atore-room for Talnable artiolea, .ctreaane hcnine. 

Waqf 

0 0 

0 0 

Qift of property. 

Zamindar . « 

0 0 

0 0 

Landlord. . 

Zamindari . . 

0 0 

0 0 

Proprietorahip of land. 

''jEoftloci 

• « 

0 0 

Oold and Bityer work. 






